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September 5. 1'>97 

l!.lA fEDERAL EXPRF.SS 

Florida Public Se"•icc Commission 
Division of Communicntioru. 
Ccnilication & Complinnce Scct.ion 
2540 Sehumard Oak Olvd. 
TallahMscc. FL 32399-0850 
(904)413-6600 

·-·-· ............. -··-----·' . • I ' t.. ,.., . ....... 
·~.--- ... 
.... t 

- ·- ··'·----· . --

RE: Applicntion oflnter·Tcl NetSolutions. lnc. for Auth<lrH) to Provide L•>eal E'chnngc 
Tclccomrnunicatioons Service Within the Stntc of rt<>ridn 

Dear Filing Clerk: 

Enclosed is the original and six copic:$ of Inter-Tel NctSolutmns Inc~·, t\f'plication for 
Authority to Provide Local ExchAnge T clccommunicntions Scrvi<:c W11hmthc State nf Flnrida 

Also enclosed is a check mndc p;syablc to the Florida l'ubhc Scf\'IC<' Cnmnll'-~oon 111 the 
amount or$250.00 to cover the charge of ihc filing f<-.: ~ 

Plci15C file swmp the extm copy and return to me in til\: cnclu>ed ,dr-aJ<In:'"'" ""'""'~""' 

enclosures 

Sinccrcly. 

0f.J .. A n JL .::t 
"~ - v. ;-

MiJiud A. llucna 

CIIDCI<. r.COivlld ..-J> fiiJnQ 111111 
I~ 10 P~l IO<~. 
Ftsc:'ll lo f-n:t a copy ol c:llect 
to RAR with p-ool oi.Jopoal . 

~~ peROn .no IOC'WWII9d (tleolc.: 

ODCUHEIH >illl-lk(R -0/.T[ 
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• • 
Thi s is an application for (check one): 

(X) Original authority (new company) 

( ) Approval of trans fer (to a.nothor certificated company) 
Ex amp] e , a cert 1flcatcd c0111pany purchases 
an existing company and desires to ret ain 
the original ccrtlfi·catc authority. 

( ) Approval of asslgrwent of existing a!rtl flcatc (to a 
noncertlflcated company) 

Example , a non-certl flcated coopany 
purchases an existing company and desires 
t o retain tho certificat.e of authori ty 
r ather than apply for a now certificate. 

( ) Approval for trans fer of cootrol (to another certificated cOGJpany) 
ExamPle , a company purchases 51% of a 
certificated company·. The Cc.alssion R~Ust 
approve the new controlling entity. 

Hame of app11cont: 

lntor-Tel NetSolution& , Inc. 

3. Name under which the applicant will do bus iness (d/b/a) : 

I nter-Tel Ne tSolutio n&, I n c . 

4 . If applicable , please provide proof of fict i t ious name (d/b/a) 
registrati on. 

Fictit ious name regi stration number: N/n 

5. A.. National mai l ing address including street name, number, post ·office 
box, city , state, zip code, and phone number. 

Inter-Tel Nct5o1ution s , Jnc . , 120 N. 44th Strct•L , Suitc 300 
Phoenix, AZ 85034 (602) 302-8989 

B. Florida aailtng addr ess including street na~~e , n1111ber, post 
office box, ci ty , state, zip code, and Phone n~btr . 

8010 ~ Center B1vtl., Ste. 1200 
Tan1>4, FL 33614-2909 (813) 884-1010 

FORH PSC/CKU 8 (11/95) 
R~qu i red by Chapter 364.337 F.S. 

- 2-



• 6. 

• 
Structure of organization: 

H 
( ) 
( ) 

Individual 
Foreign Corporation 
General Par tnership 
Joint Venture 

• 
) Foreign Partner ship 
) Ll•tted Partnership r

)j Corporat ton 

) Other, Please cyplatn 

7. If appl icant Is an Individual , partnership, or joint vent ure. ploase 
give na.c, title and address of each legal entity. 

Not llppl Jcnblc 

8. State wllether any of the officers, directors , or ~ny of the t en 
largest stockholders have previousl y been adjudged bankrupt, 
mentally lnccapetent, or found guilty of any felony or of ;\ny cr illiC, 
or whether such ac:t lons 111Y resuH (rOll pending procecdln9s. If so, 
please explain. 

None of t he of f icora , direc t ors or the solo s t ockhr.l<l!•r h•IV I' 

been adJudged bankrupt, menta l ly incompetent or l ound guilty 
of a crime . 

9. If Incorporated, please provide proof fr011 the Florida Secretary of Stat e 
that the applicant has authority t o oporate In florida. 

• Corporate charter n~r:_;P:..;3::;3::;3::;0::.;9:._ __ _ 

• 

10. Please provide the nue, title, address, t elephone number , Internet 
address, and facsl•lle nu.ber for the person serving as ongoing liaison 
wtth the eo.atsston , and If di fferent, the l iaison respons ible for this 
appl icatton. H!l . Lonnie J . Barrett . Corpora to Po1rolcqo:ll . 
Inter-Te l, Inc ., 120 N. 44th Street , Sultc 200, rhocnix , liZ 

85034. 16021 302-8966 (Phono): (602 1 302-8929 lr1\XI 

11 . Please list other statal In which tho app l icant Is currently providing or 
has applied t o provide l ocal exchange or alternative local exchange 
service. 

PI<>IHIC ace At tachment ,, 
12. Has the applicant been denied certt ft cat I on In any other stat e? If so, 

please list the state and r,eason for denial. 

No . 

13. Have penalties boen laposed against the applicant In any other s t ate? If 
so, please list the state and reason for penalty. uo. lnlar-Tc!l 
Not Solut.ions has never had a compla1nl lod•l•'d '''!•""" ' 11 :unc·,, 
It baqan pr ovi ding i ntcr e xchangc service in 1991. 

FORH PSC/010 8 ( ll/9S) 
Requi red by Chapter 364.337 F.S. 

- 3· 
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14. Please ind!Qt e how a cus t oaer can file ~ service:- c0111plalnt wi th your 

cocp~ny. 

r l conc sec Att~chmcnt B 

IS. Please C()llpleto and file a pr ice li s t in accordance with Comii Hion Ruh· 
25-24.825. 

Please sec Altachmcn~ c 
16. Please provi de all available documentation dP.DOnstrat ing tha t t he 

applicant has the following capabil ities to provide al t ernati ve local 
exchange srrv ice in Flor ida. 

A. Financial capability. 

Regard ing the showing of fi nancial capability. the foll owinq applies: 

The application should OQnta!n the applicant 's f inancial s t ote-ents 
for the .est recent 3 years , including: 

I. the balance sheet 

2. lnca.e stat~nt 

3. s tate.ont of reta ined earnings, 

Further, a written exPlanation, which can Include suppor ting 
docu.entation, regarding the following should be provided to show 
financial capabtl ity. 

l. Please provide documentation that the applicant has sufficient 
financial capability to provide the reques t ed service In tho 
geographic area proposed t o be served. 

2. Please provide docUAentatlon t hat tho applicant has sufficient 
fi nancial capabi lity t o aalntain tho requested service. 

3. Please provide docu.entatlon that t ho applicant ha ~ suff1c1cnt 
fin ancial capability to meet Its lease or owner ship obl •gat•ons. 

NOTE: This doc~ntatlon aay tnclude , but Is not ll11ited lo, 
f i nancial stat ... nt s, a projected profit and loss s tat~nt, credll 
referonees , credit bureau reports, and descr iptions of buslne~s 

relationships with financial i ns titutions. 

FORK PSC/CNU 8 (11/95) 
Required by Chapter 364.337 f. S. 

- 4-
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• • 
If ava ilable, the rinanclal sla tcaacnts should be audllod fln,\neial 
sta t ements . 

If the applicant does not have audited financia l sutements , i t shall 
be so stat ed. The unaudited financial s tateocnts s hould then be signed by 
the applicant's chief execut ive officer and chief financ ia l officer . Tho 
signatures should attest that the (jnanchl sUtQGICJLtS_ are true and 
corres;t. 

P loose see fl l til c:hn"'n L D 

8. "anagorlal capability. 

Please sec Attachment E 

c. Technical capability. 

(If you Mill be providing l!)C,11 intra-exchange switched 
telecommunications service, then state how you will provide access 
to 911 -rgency service. If the nature of the l!rnCrgency 911 
service access and fundi ng IIK!Chanlsm Is not equivalent to that 
provided by the local exch.ange co.panles In the areas to be served, 
described In detail the di fference.) 

Please see lltta<:hmcnt ~: 

FORK PSC/CKU 8 (11/gS) 
Required by Chapter 364.337 F.S. 

-5-
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AHlOAVI T 

By QY signature below, I , tne undersigned off icer, attest t o 
the accuracy of the lnfonaation contained In this application and 
attached documents and that t he applicant has the technical 
expertise, manager ial ability, and f inancial capabili ty to provide 
al torntt1Ye lcx;ol ox~lllll~ urv!co !11 ~he Stato or Florida. 1 have 
read the foregoing and declare that to the best of ~ knowledge and 
belief, the infonaation is true and correct. 1 at test that I have 
the authority to s ign on behalf or~ company and agree to comply, 
now and 1n the future, with all applicable Coorai ss ion rules and 
orders. 

Further, I a11 aware that pursuant to Chapter 837.06, Florida 
Statutes, "Whoever lcnowlngly ukes a false statcac<lt in vrlting with 
the intent to •lslead a public servant In the perfonaancc of hi s 
official duty shall be gutlt,y of a llisd-anor of the second degree, 
punishable as provided fn s. 775.082 and s. 775.083". 

Official: ~~~~(~~ ~ 
Tt tJ.e: _John .1. 0 ' Uloc;;k 

Executive Vice Prcsid.ont 

Address : fnter-Tel NetSolutions , lnc . 

120 N. 44th St ., Suite 300 

Phoenax, AZ 8503 4 

FORK PSC/CKU 8 (11/95) 
Required by Chapter 364. 337 F.S. 

- 6 · 
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• AttachmenL A 

Stiltus of providing celecommuracatlono scrvic.- in ot:hl' r sl.oLcn 

• 
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Inter-Tel NetSolutions 

telecommunications service in 
below. 

has been author>:wd t o provide 
the following j urlsdl ct1ons >nd!CiH<'d 

Interexchange Service 

Jqr i sdictjon D;H t' 

1 • Alabama "opt ember 10, 19% 
2. Arizona Janua ry 16, 1991 
3. California May Z2 . 1~91 

4 - Col o rado Janua ry 24 . ~q91 

s. F'londa Jun~ 2 4, l ... ~~ ! 

6. Georgid September 19. 191•5 

7. Ill i noio March 28 . 1997 

8. Iowa October 2:.. 199'> 
9. Kansas May 2 i . j 996 

10. t..ouisiana Ap! 1l 1 . 1 ~91 
11. Haryland Apnl 2•1 . 199! 
12 . Michigan . Janu.l ry 28 • 1991 
13 . rHssouri .Jun(• 7 , 1'191 
14 . Minnesota Novemb" ' '1, 1995 

15. Nebraska June 25 . 1996 

16. Nevada Apnl 11 • 199'> 
17. Ne w Jersey Janu.1ry J I • 1'191 
18. New York May )0, !991 
19. Ne w Mexico Apr i I 10 , 1995 
20. OhiO oeccmb('z I 7, 199, 

21 . Oregon July n. 1'J9(, 

22. Tennessee October I J • 1'195 
23. Texas October 30, I ~90 

2 4. Utah January 14. 1 991 
25. Virginia J anuary 28. 1'191 

26. Washington M-'Y JO. I <;9} 

27. Wisconsin September 10, 1991 

Local Exchange Servlcf' 

Jyr1 ndict1on DA t e 

1 • r 1 l i no I " MOlt t•h 711. 1 ,, ..... , 

. • T•·x~au 
1 ••rt-. .. l, 1 .. 1'; 1H 
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• • 
• CUstomer Complaint Procedure~> 

• 

• 

The CUstomer Service Department w1ll be the contact f<>1 
customer compla ints. If customers wish t n resolve the complaint ln 
writing, they mny send correopondence to: 

I n ter-Tel NetSolutions, Jnc. 
CUstomer Service Department 
120 N. 44 t h Street , Suite 300 
Phoenix , AZ 85034 

If customers prefer to discuss the m;Jttcr wah ,, Cuntom•·r 
Service Representative , they may call (800) 676·7601. Comp,my 
Service Representati ves are available to assiot With cuotomcr 
serv1ce an:! billing inquiries Monc y through f'nday betweeu 7:00 
a.m. • 5:00p.m. mountain time. In .. dditiOn, emergency flerv1ce ns 
avallable t wenty-four hours a day. seven dayu a week at the lh\me 
number. 

Customer compla ints regarding NetSolutionu• !Hli'VIC<' •r·• 
administered b y a NetSolution s Customer Serv1ce Repr<Jsl'ntat 1 ve 
The complaint is recorded and e very at t empt is made to n •uol ve tile 
complain t o n the initial call. I! not, responoib1llty for 
resolving t he complalncs belongs to the CUstomer Servll"<> 
Representative tak i ng the call. Each step o f th" trouhl<'shoor "''1 
act-1vi ty iu documented and t.he cuaLomr~r is 'Jfi Vl!ll !ull,·.>w up tcp,Ht t;; , 

·'" •' J.lpropriate. '!'he 4verage complaint 1s resolved within cmc 
business day . 

lf t here is st ill a disagreement about a serv1ce probll'm, the 
matter will be r eviewed by a Customer Sc•·vi cc Manage:. ll the 
matter is scill not r esol ved, NetSolutiono will inform the custom"' ' 
of the customer • s rights to contact the Florida Pub! ic Service 
Commission. Since NetSolutions beqan reselling l o ng dislol!H'<' In 
1991, tt has never ha d a compla int cocalate to thlll level . . 

A brie( descr~ption o! the qualrlicat1ons of Mackey SP\brg , 
Vice Prcsid.:nt, CUscomer Service m;;~y be found at 1\ttdChmenL E 1 o 
this application . 
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Inter-Tel NetSolutions, Ine. Tart(( No. l 

Orig1nal Title Page 

TARIFF OF' 

INTER- TEL NETSOLUTIONS, INC. 

APPLICABLE TO 

LOCAL EXCHANr.E SERVICE AND FACI LITIES FOR 

LOCAL EXCHANGE TELECOMMUNICATIONS SERVICES 

WITHIN THE STATE OF FLORIDA 

!SSUED: september a 1997 EFFECTIVE: 

lsoued by: 

John J. 0 ' Block, Execut1ve V1ce President 
Inter-Tel NetSolutions, Inc. 
120 North 44" Street, Ste 300 
Phoenix, Arizona 850)4 
602/302-8989 

-l 
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Inter- Tel Netoolutions, Inc . Tariff No. 1 

Original Pagt: No. 1 

This tariff contains the descriptions, regulations , and 
rates applic able to the furn ishing of local e xc hange 
service and fac ilities for local e xchange 
telecommunications services provided by Inter· rel 
NetSolutions. lnc ., with principal offices aL 120 N. 44 t h 
Street, Suite 300, Phoenix, Arizo na 85034 . This tar1ff 
is on file with the Florida Public Service Commission . 
and copies may be inspected , during normal businenn 
ho urs, at the Company's principal place o f businesn . 

ISSUED: September 8, 1997 EFFECTIVE: 

Issued by: 

John J. O'Block, Executive Vice PI'CSldcnL 
Inter-Tel NetSolutionu, Inc. 
1 20 North 44 " Street, Ste. 300 
Phoenix, Arizona 85034 
602/302·8989 
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Inter-Tel Netsolutions, Inc. Tariff No. 1 

Original Page No. 2 

CHECK SHEET 

Sheets 1 through 30 inclusive of this tariff are effecuvc Ill!! of 
the date shown a t the bottom of t he respective sheet(sl. Original 
and r evised sheets as named below comprise all changes from the 
original tariff and are currently in e ff ect as of the date on the 
boctom o f this page. 

SHEET REYISION 

1 Origtnal • 
2 Original • 
3 Original • 
s original • 
6 Or iginal • 
7 Original • 
e Original • 
9 Original • 

10 Original • 
11 Original • 
12 Original • 
13 Origtnill ' 
14 Original • 
15 original • 
16 Origina l • 
17 Origuwl • 
18 Original • 
19 Original • 
20 Original • 
21 Original • 
22 Original • 
23 Original • 
24 Original • 
25 Orig ina I • 

• Indicates a sheet submitted with th1s f1l1ng . 

ISSUED: September 8. 1997 EFFECTIVE: 

Issued by: 

John J. O' Block, Executive Vice President 
Inter-Tel NetSoluLlons, lnc. 
!:ZO Nort.h 44 " Street, Ste. JOO 
Phoenix, Arizona 85034 
602/302-8989 
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lnter•Tel Netsolutions. rnc. Tar! (f No. 1 

Original Page No. l 

• 

26 
27 
28 
29 
30 

C!!!;CK SHEET CON'f'D 

Original • 
Original • 
Or!Qlnlll • 
Odg1nal • 
Onginal • 

Indicates a oheet oubmitu~d wi th this filing . 

ISSUED: Sep tember 8 1997 EFFECTIVE: 

Issued by: 

John J. O'Block, Executlvc Vi c e Prcs>denL 
Inter -Tel NetSolutions, Inc. 
120 Nort.h 44 ' ' Street, Stc . ) DO 
Phoenix, Arizona 85034 
602/302 ° 6969 
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Inter-Tel Netsolutions. Inc . Tan!f No. 

Ong i nal Vag•• No ~ 

TABLE Of CONTENTS 

Check Sheet 

Applicat i on of Tariff 

Tori f f Forma t . . . . 

Concurring, Connecting or Othet Partictpating Cart l •·ru 

Sect1on 1 - Symbols, Technical T~rms and Abbrevlattons 

Section 2 - Rules and Regulations 

Sect1on 3 • Products and Serv!ceo 

Section 4 • Rates ....... . 

ISSUED: Sep tember B. 1997 I::FI'ECTIVE: 

Iooued by: 

2 

s 

8 

I I 

29 

John J. O'Biock, ExecuUv•· Vt •··· I'H•HidN>l 
Inter -Tel NelSolutiono, Inc 
llO North 44 ' Street, Sle. 300 
Phoenix, Atlzona 8503~ 

602/302 8989 
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Inter-Tel Netsolutiono, Inc . Tarlf{ No. 1 

Or iginal Page No. ~ 

APPLICATION OF TARIFF 

This tariff contai ns ~he regulationa and changea .. ppllcabl~· LO 
local exchange telecommunications rescllc r· oervicf's provided by 
Inte r-Tel NetSolutions, Inc. to customers w!Lhln Lhe StaLe o f 
florida . 

ISSUED: September 8 1 997 EFFECTI VE: 

Issued by: 

John J . O'Block. ExecuLlvu Vtc~ P1c01d~nL 
Inter- Tel NetSolutions, Inc. 
120 Nort.h 44"' Street, Stc 300 
Phoeni x, Arizona 85034 
602/302 · 698!1 
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Inter-Tel Netsolutions, Inc. Tanff No. 1 

Or1g1nal Page No. 6 

TARIFF EO!OO\T 

A. sheet Numbering - Sheet numbers appear in che upper t 1ght 
corner o f the page, Sheets are numbered sequent Ia U I y . 
However, new sheets are occasionally added to lhP tari f ( 
When a new sheet is added between ohccto already In effccl. ~ 

letter is added. For e xamplt>, a new sheet add!.'d bt>twecr. 
sheets 14 and 15 would be 14 A. 

B. Sheet Rey!sio n Numbern - Rcvioion numbers also appear in th•• 
upper right corner of each page. These numbers ar" used to 
determine the moot current sheet version on !! le w1th the 
Commission . For e xample, the 4th revioed Sheet 1-1 cancelo tlw 
3rd revised ShE.et 14 . Consult the Check Shef't for tht• nh..,•t 

currently in effect. 

C. Pa ragraph Numbering Sequence There are n1nf' levels of 
paragraph coding. Each level o ! coding 10 subservient to ito 
next higher level: 

2. 
2.1 
2. 1. 1. 
2.1.1. (A). 
2.1.J.(A).l, 
2.1.1 . (A) .1. ( a ). 
2, 1 . 1 , ( A) .1. (a) . 1. 
2.1.1. (1\) .1. (a) .1. (il. 
2. 1 .1. (A) .1. (a) . I . ( i) , (l) , 

ISSUED: September 8 1 997 EFFECTIVE: 

louued by : 

John J . o· Block, Execuclve Vt c-r l'll•ll ""'"' 

Inter-Tel NetSo lutiono. lur 
120 North 44 ' Street, Ste. 100 
Phoenix, Arizona 85034 
602/302-8989 
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Incer-Tel Necsolucions, Inc . TariH No . l 

Original Page No. "I 

TAR I EF FORJoiAT ( CONT' 0 I 

D. Check Sheeto When a tariff filins is made wiLh the 
Commission, an updated check sheet accomp11niea the tariff 
filing. The check oheet lists the eheeto contatned in the 
tariff, with a croeo reference to che current revio1on number . 
When new pages are added, the check sheet is changed to 
reflecc the revision. All revisions made I n a given filing 
are designated by an asterisk ( • ). There will be no Olther· 
symbols used on this page if these are the only changes m.1de 
to it (i.e., the format, etc. remains the s a me. jusc revised 
revision levels on some pages). The cari!f user should refer 
to che latest check sheet to find out if a particular sheet is 
the most current on file with the Commission . 

ISSUED: September B 1997 EFFEC'rl VE: 

Issued by: 

J ohn J. O'Block, Executive Vice President 
Inter-Tel NetSolutlons, Jnc . 
120 Nonh 41 " St.r•:et., s~e . 300 
Phoenix, Arizona 8503 ~ 
602/302-8989 



• 

• 

• • 
Inter-Tel Netsolutions. Inc . Tllrtff No. 1 

Or>ginal Page No. 8 

CONCURRING . CQNNECTINO VR 
OTH!iB PART!C!PliTINO CARRIERS 

1. Concurring Carriers - None. 

2. Terminating Carriers Inter-Tel NetSolut 10ns. Inc . . a 
certified local exchange p rovider 1n the State of F'lo11da. 

3. Other Participating Carr1ero None. 

4. Billing Agents - The local exchange company tH'I v 1 nq ••ach 
particular equal acceoo area. 

ISSUED: SCptembe r 8 1997 EFFECTIVE: 

lnnuntl hy r 

John J. 0 '0lock, Executive V1cc President 
Inter -Tel NetSolutions. Inc. 
l:IO North 44 '' St r eet, Ste. 300 
Phoenix, A•lzona 85034 
602/302 899~ 



• 

• 

• 

• • 
Inter -Te l Netsolutions, lnc . Tariff No. 1 

Origi nal Page No. ? 

SECTION 1 - SyMBOLS. TECHNI CAL TERMS ANQ 1\UBREV IATIONS 

1. 1 Symbols 

The following are t:he only symbols used for the purposen i nd icated 
belO'W : 

D - .Delete or discontinue 

l - Change resulting in an increase t o a customer ' s bill 

M - ~oved from another price list location 

N New 

R- Change resulting in a reduction to a customer ' s bill 

T - Change in tex t or regulaL i on but no change in rate o r cha,·ge 

ISSUED: September 8. 1997 EFFECTIVE: 

raoued by: 

John J. O 'Block, Executive Vice Presldent 
Inter-Tel NctSolutions, Inc . 
120 North 44" Street , Ste. 300 
Phoenix, Arizona 8SOJ 4 
602/302-8989 
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Inter-Tel Netsolutions, Inc. ToU If! No. I 

Ortgl na I Paqf• r:o I 0 

S!;CTION I - SYMBOl S T!;CI!NICAL TERMS ANO ABBREY!Al'! Otl!i 

1.2 Technical Tenno and AbbreyiALiono 

Coaaission - The Public Service Commioolon of the Stdt~ o l rl o rlda . 

COJIIP&ny - Inter-Tel NetSoluuono, Inc. ("lletSolutlonu• " ' "1'1u• 

Company•) 

Cust0111sr or subscriber · A peroon or other entitY wh1..,h o rdr·• e 
service and is responsible !or payment o f chargee duP and 
compliance with the Company's tariff regulations . 

LATA - Local Access Transport Ale~ 1o ~ gcogrilphlc bound~ry w 1 ~ h1n 

which the LEC provides commun1cat.J.ons aervtceo. Multipl e l.F.Cu m-•Y 
provide services within the oamc LATA . 

Incwobent Local &xa.hange Carrier (ILIIC) The oerv1ng tf'lf'phonf' 
companv providing local serviceo to subscnbers o n a rcgul.1tPd 
monopoly basis. This company mny aloo prov1de oom•· of th•· 
following services : LATA wide long distance, vote£> and doll•l 

private lines, custom calling oerv!ceo and billing and co l lee • ton 
OCI'V !ceo . 

!SSU£0: Septr•mber e. 1997 El'rECTIVf;:t 

Issued by: 

John J. O'Block, ExecutiVe Vi ce Pl,.tll<'t.•nt 
Inter -Tel NetSolutlono, Inc 
l:ZO North 44 ' StrPet, Sl ,. IOO 
Phoenix, AI izona 85034 
602/102 8989 
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Inter-Tel Netsolutions , Inc . T.:>n!t No l 

Ongtnal Pa ge No. 11 

SEOION 2 • RULE '! ANll_...JiEGUl.ATIONS 

2 . 1 Undertaking o f Inter -Tel NctSo lutionu, Inc 

2.2 

The Company prov1des local e xchange tclccommuntcat] ono 
services in the Stat e of Florida in accordance wl th the t ., ,..o 
of this tar1ff and regulations o f the Comm>oston 

Service is provided on a monthly ba1.~s and 10 aVilllable 2 ~ 

houra per day, 7 days a week . Serv1ce will conunuc t o be 
provided until terminated in a ccordance with the tc1mo o ! t hiu 
tariff. 

The Company i s autho rized t o o"rve ao 1ts c uotomt>tn' aq.,ot t o r 
purposes of ordering changes lO and mo ! nlf•no~nct• o t the 
telecommunica tions oerv! ces provided by any I nt•· r<'xchange 
and/or local e xc hange carr ie r that may be nt>c t>sua ry to 
implement and maintain the Company's services provided to a 
customer . The Company is a uthori zed by 1ts customers to deal 
directly with any ouch carriers and with any o ther vendor 1n 
all matters perta i ning to ito p r ovis i on o ! servtcc to a 
c ustomer. A cust omer' s appointment of the Company ao us 
agent ohall not apply to any oo!twnre mod1f1cat1onn that may 
be neceooary with respect t.o tr.:t ! Ci c routing o r least coot 
routing features or funct.iono , whi c h modif!catlono muu t be 
made by the c ustomer through appropr !ate interaction wi Lh the 
responsible vendor of such ! ro~L ureo 0 1 ! unct lono Th<' 
Company's appoint!IICnt a s a cuotomer'o agent rem<tinu 111 cf!ect 
unless modified or revoked 1n wri ting . 

Luni t at iono o f S g ryice 

2.2.1 Service is o ff ered oub)LCL to the avilllablltly of 
facltitleo and t.he p1oviotono of th lo tariff. 
Service ma y be uocd f o t- t he tranomtooio n o f 
commun ications by t he Cuotome r and th(• Cunt ome r•o 
authorized user (o) . The Customer may no~ IHI<' •"'Y o f 

ISSUED: Septcmhcr 8 1997 EFf'EOIVE: --- ---
losued by : 

John J. O'Block, Executive V1 c e P•eoident 
Inter -Tel Ne tSolutiono , I n<' 
120 No rt.h 44 ' S~ reet, Slc 100 
Phoenix, /11 I :z:on11 B 50 34 
602/302 ·8989 
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Inter-Tel Netsolutions, Inc . Tariff :iO I 

Original Page No. 12 

SE<:r iON 2 - RI!I .ES AND REGULATIONS 

2 . 2 l , irni tat i g ns of s ery i'e Coo t 'd 

2.3 

2.~ 

2.2.2 

2 .2. 3 

t:he s e rvices !urn ished by t:he Company und.:• t.hll• 
tari f f for any unlawful purpose. 

The Company rceerveo Lhe right to d1ocont !nu•· 
furnishing service, o r lim! t the us,. of oerv ice 
necess itated by condttlons beyond 1~0 cont1 ol 
includ i ng , but not limited to the 1nab!l1ty o f 
Int:er-Tel to prov1de comparable serviceo undPr 
compa rable cenno and cond1 t tono dur Lo 
unavailability of pruv1der Serv1Ce9. 

The Company reoerves the r1ght to diocontinue 
fu r nishing service, or limit the use o f oerv1ce 
when the customer io using serv1ce tn v> olat.lon of 
the l aw or the provlo 1ons of this car1!f. 

Dioclaime r o f Warrantieo 

The Company makes m> promloen, agreements. underot..1ncl I ngn, 
representations or warrant i eo , cxpreso or implied. ! ncludlng 
any warranty o f merchantability or fitness for a pdrtlculut 
purpose. 

Limitations o f Liability 

2 0 4 0 1 The liability o ! the Company for damageo nr1o1ng 
out of mistakes. omlosions, interruptions, delays, 
errors or de!ect.o in tranom1ss1on occurring 1n the 
course of !urnlsh1ng oerv1ce or other fac1l! t.1eo 
and not. caused by the negl1gence of lh~> cuntom•••, 
commences upon activation of service .ond 1n no 
event exceeds an amount equivalent to the 
proportionate chl.lt"gc !or the Company' o oct v tee lo 
the customer fot· the period of 1Jerv1cc du1 1119 wh 1ch 

ISSUED: September 8, 1997 Ef'FE<:tiVE: 

loouo:>d by: 

John J. O'Block, Exccuuve V1cc P!etlldt•nt 
Inter Tel NetSolutlons. lnc. 
120 Notth 44 ' Street. Slc lOO 
Phoenix. Arizona 8S03~ 

602/302 8989 
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Inter-Tel Netsolutions, I nc. Tarif f No I 

Ortgtnal Page Ho. I l 

SECTION 2 - RU LES AND REGULATIONS 

2.4 I.imltatloDI! of Liabil !ty Coat •d 

2. 4 . 2 

2. 4 . 3 

2.4 . 4 

such mistakes, omisolons , interruptions. delays. 
errors or defects in tranomlsoton occur fo• more 
than three ()) cont. i nuo us hours. 

The Company I o not. I iable to the cuotomer for 
direct, i nd i r ect , or consequential damag~u. 
including but not limi t ed to . looo of uoc· of thl' 
Company' s services or lost revenues or profits. 

The Compa ny io not liable to the customer for any 
act or omission o ( any other company ot· compan1 eo 
furntahing a portton of the customer•u oerv1ce. 

The Company 10 not liable for and thE' custorrct 
indemnifies and holds the Company harmless ,ogi'linst 
any and al l losseo, claims, demands, oulto or other 
a ctions, or any 1 iabilit.y whatsoever whether 
suffered, made, inotitut.ed or asserted by the 
customer or by any other par~y or person or 
persons , and Cor any looo , damage, defacement or 
destruction o f the premises of the customer or· <ony 
other property, whether owned by the cuotom••• or 
others , cauoed or cIa imed 1:0 have been c aused 
direc~:ly or indirectly by the 1notallat1on, 
operation, !atlure to operate, maintenancP, 
removal , presence. condu:ion , locauon or uo<" ol 
equipment or Wl rt ng provided by chc Compdny where 
such inotallation. op<-o·at1on , fat lure to operate, 
maintenance, removal, presence, condll i on, IOC<lttor 
or use !a not the d1 rect reoul t o! the ncgl1gcnce 
of the Company. No .. gcnto or employee a o! othe• 
carriers ohall be deem~d co be agents or ~mployrrs 
of the Company. 

ISSUED: September 8 1 997 EPFI::CTfV£: 

Issued by: 

John J. O'Block, Executive Vice Prro!dent 
Inter-T~l NetSolutions, Inc. 
120 North 44 ' Street, Ste. 300 
Phoen1x, Arizona 85034 
602/302 - 8989 
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Inter-Tel Netsolutions, Inc. Tar II I l~o. 1 

Ong1 na 1 Page No. 14 

SEctiON 2 - BI!L<"S AND RECU! _AI!ONS 

2.4 Limitations of Llabt li ty CQnt'd 

2. 4. 5 

2. 4 .6 

The Company oloo 1a not ltable for and the cuot.om~ • 

indemnifieD and holdo tho Company h(lrmlosn aq,llunl : 

( A ) Claims fo1 l!b,.l, olt~ndcr . or inftingomcnL of 
copyright or unauthorized uoe of any 
tradem.:ark. trade name or oerv•ce mnrk ,,rloing 
out o f the mntcrinl, dnta, infcnnat.JOil, or 
other content transmit.ted over the Company's 
network. 

IB) ctaims lor patent infringement ans1ng from 
combining or connecttng the ~ompany·o 

facilities w1t.h apparatus and syst:ems of 1 h•• 
customer. 

(C) All other claims aristng out of any act or 
omission o! the customer 1n connectton wt th 
any service provlded by the Company . 

10) Claims by Customers or third panir•u ,,.l~oinq 
out of the unauthorized uor or M'C<'tttl o r Th<
Company Sct·v! c:ott by the Customet or unrelated 
third p"rtluo, tnclud1ng, but not limited to, 
miodialed numbero to any long dtotanc~ numm•r 
and unaut.horized use of any servtce p1ov1ded 
by the Company. 

The Company shall not be liable for any 
interruptions or damageo due lO the fault or 
negligence o f CUstomer or due to the !at lure 01 
malfunction o! CUstomer prov1ded cqulpmenl o r 
facilitieo. The Company ohall not be liable r 01 
any interruptiono or damages dur1ng any pcr1od '" 

ISSUED: September B. 1927 l::f'F'I::ctfVE: 

Issued by: 

John J. O'Block, Executive V1ce Preotd~nt 
Inter·Tel lletSolutions. Inc. 
120 North 44 ' Street, SJ:e. 300 
Phoenix, Arizona 8503~ 

602/302 ·8989 
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In~er-Tel Netoolutiono, Inc. Tarif[ No . 1 

Original Page No. 15 

SECTION 2 - RULES AND REGULATIONS 

2.4 !.Imitat ions of !.lability Cont•d 

2. ~. 7 

wh ich The Company is not given a CC('Ull Lo l. ht• 
Service premioeo and due to oclv~duled malnt,..n.:~ncc 
and repair. The Company ohal l uo.- best ef!oruJ to 
obtain and keep in effect all government 
authorizations neceooary, in order to provide 
Service under thlo Agreement. The Company oha 11 b1' 
entitled ~o take and aha ll have no 1 i abi II t y ( r.. r 
any action necessary including lermJnatlo n lo bdng 
the Service into conformance with any g overnmental 
regulations or authorization, ond Cuotomer shall 
fully cooperate in and take such action ao may 
reasonably be requested by The Company as pan of 
ouch compliance. In no event shall The Company be 
liable for special, consequent :a l , e xemplary, or 
punitive damages as the result of its performanc e 
or non-performance of this Agreement. 

The Company shall not be liable [or any failure of 
performance or service for rcaoone beyond ita 
reasonable control including, but not l1mited to. 
acts of God, fire, explosion, vandal1sm, cable cut, 
stonm or other similar occurrence , any law, order, 
regulation, direction, action or requesL of the 
United States government o r otate or l o cal 
governments, any instrumentality of any one or more 
said governments or of ony civ1l or mil1tary 
authority, or by national emcrgenc 1es, 
insurrections. riots, wara, strikeo. lockouto o r 
work stoppages or other labor diffi c ulties. 
supplier failures, shortagea, bJ' Cdc heu o r delays, 
The Company shall not be liabl~ Co r any such 
failure of performance. 

ISSUED: September 8. 1227 EFFECTIVE: 

Issued by: 

John J. <>•Block . Executive VJce PresidP.nL 
Inter -Tel NetSolutions. Inc. 
120 North 44 " Street, SLe. lO O 
Phoenix, Arizona 85034 
&02/302 - 8989 
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Inter-Tel Netsolutions. Inc . Tariff No. 1 

Original Page No. 16 

SECIION 2 - RULES AND REOUL~T !ONS 

2.4 Limitations o f Liability Cont'd 

2.S 

2.6 

2.4. 8 The Company shall use renoonable effo rts to on.>kc 
services avai lab) c by the eotimated scrv1 ce datt. 
The Company shall not be liable for any damages 
wha tsoever resulting from delayo Hl meeLing the 
estimated service date due t.o delays resulting from 
normal installation procedures. Such delays shall 
include, but not be limited to delays in obtat nlng 
necessary regularory approvals for construct l.on . 
delays in obt.ainlng right. of way approvals, and 
delays in act.ual construction wo rk bctng done by 
our vendor Is l . 

C:uetomcr Applicat ipn f pr Seryice 

Business or residential cusocomers wtshlny to obtain service 
from the Company must execute a customer service agreeme nt 
which includes the customer 's authorization for thl! Comp.uty Lo 
instruct other carriers and vendors to provide cer't<~ln 
services on the customer's behalf. 

Eetabliahment a nd Regstabljehment o! Credit 

Applicants may be required at any time to make an adv,>nce 
payment up to an amount equaling one month's ~ctunl or 
estimat.ed charges Cor the services t o be provtded. The 
Company reserves t.he right t.o examine a credit record of all 
applicants and customers and require a dcpou it of bus 111euo 
customers which are unable to demonslr<~t" good c redit o r 
payment histories. Deposits shall be adm1ntutercd as 
indicated in section 2.12 of this tariff. 

iSSUED: September 8 1997 EFFECTIVE: 

lnnu.-,d hy 

John J. O'l.llock, Executive Vlce Pt·esldent 
Inter·Tel NetSolutione, Inc. 
120 North 44 " Street, Ste. 300 
Phoenix, Ar1~ona 85034 
602/302· 8989 
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Inter -Tel Netsolut ions, Inc. Ta rt(( No. I 

Ong1nal P<lge No. I"/ 

SEC"IION 2 - RULES AND REGU!.AI!OiiS 

2.7 Not! c eg 

2.6 

2.7 .1 

2.7.2 

2.7.3 

Except a a provided i n Secuon :? l4 b<'l o w. ,ony 
notice or demand required o( customer or the 
Company will be effective when 1t Ja mal led, 
properly addressed, wllh poRtage pr.-pa I d 1 o 1 "" 
other party. 

Unless otherw lol' provided by thPuo• lult•n, ony 
notice sent to the c ustomer !tom the Company wtll 
be deemed effective when 1t IS ma1led to th• 
custoa.er • s correct b1lltng addreoo . 

Unless o therwise pro vided by these r-ulco , any 
notice, including cha nges ol addreoo , from any 
customer or h!o authorized representat!v,. muot 
be given by written notice, by mail. to tho• 
Company's bus ineoo o ffi ce: Inter -Te l Ne tSolutoorw. 
Inc . , 120 N. 44 th Street, Suttr· JOO, Phoentx 
Arizo na 65034 . 

Cuotomer S e ryice 

Company Service Repreoc n tat:lv('u or<' avai lable• at 1~001 f>JG 

7601 to assist with customer ttervice and blll11lq lllCJUlliCII 
Monday through Friday between 7:00 a.m. - ~:00 p m M.S T. 
customer inquiries may also be .add1·essed in wnung to th•• 
Company at the address provided In Secuon '. 7. 2 abov<' 
Twenty- four hour emergency Bt>t v1ce ts a lso ,,v,ulabl" orvo•n 
days a wee k b y dialing (8001 67(, 7601. 

I SSUED: September B 1227 IWFt:CII VE: 

Isoued by: 

John J. O ' Dlock, Executlv.- VIN· Ptt•otd<•nt 
lnt~r Tel NPtSoluliona. Inc-. 
lZO ~O~Lh 44 Street, Ste. JOO 
Pho~nix, Arl7.0nA P~0'4 

602/302-898J 
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Inter-Tel Netsolutions. Inc. Tarlf!No . l 

Orrg>nal Page No 18 

SECTION 2 - RUJ,ES AND REGUIJ\I ! ONS 

2.9 Rendering and Payment of Bills 

2.9.1 

2 .9.2 

2.9 .3 

2.9. 4 

2.9.S 

2 . 9.6 

Service is provided on .1 
Initial service {or a 
prorated. 

mont lil y 130 day ) huruu . 
paru t1 mo nth wll l b e 

The b ill statement date 1e de pe r. 1e nl o n t h i' bi 11 > rltJ 
c ycle aas i gned t o the c ust.ome1·. 

C\latomero will receive b! lle by •·ne o f two methods: 

(AJ CustO<ners rno:ty be bt lled d i rec t l y by lh'" 
Compnny . 

(B) Customers may be bill rd n t lu· Company' 11 

behal! by n th i rd par t y bil l ing ne rv 1ce. 

Bille are payable upon rec eipt. a nd i n a ccor·dar>c •· 
with the terms of this tariff. lli lls may be p a id 
by ma il or at the Company•a busi ness o ffl c c All 
charges for servLc cs are payablt: 0 " \ Y i n Un.i t e d 
States currency. and may be made by c hec k, mo ne y 
order, or c ashiers chec k . 

If payment o f the customer· e b! 11 i a not rcc" 1 v ed 
within 30 days of the b i ll otatcm~nt s pec ifl c d o n 
the bill. the Company. at its dis cr<! tlOn , may debi t 
any credit card number provided by t he c us t ome r f o r 
the full amount o f the Invoice plus any ! a r e 
charges that may a pply . 

The cuotomer ohall be res pono 1ble f o r- paymenL o ! 
all costs o ! collec t1on o f pao t due a mount o. 
incl uding reasonable a ttorney' s f eca 1ncu : r e d by 
the Company. 

ISSUED: September 8 , 1997 EFF'ECTIVE : 

I osued b y : 

John J . O 'Block. Exec u ti ve Vtce f>r esld<' nt 
Inter - Tel Net Solul lono . I nc . 
120 No rth 44 " Stree t , SL <> JOO 
Phoenix, Ar i zona 85034 
602 / 30 2 · 898 9 
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Inte r -Tel Netaolutiono. Inc . l' a l lf t llo . 1 

O~tgtnal rag~ No. 19 

SECTI ON 2 • RULES N/0 REGULATIONS 

2.9 B~nder ing and Payment o f Bill e 

2.9.7 

2.9.8 

2.9.9 

2.9.10 

A rebilling f ee . at tho rate o f 
wi l l be charged for past due 
othe rwise prescribed by law, in 
reb illing fee will be charged at 
a llowed by the law . 

1. ~\ per month , 
accountu urtlPrru 
wht ch !'Vt-nt the 
the highPst • •t t<' 

A cha rge of $20.00 will be dSSessed cunt"""' r n lor 
any inouUtciPntly fundPd check returned to t h•· 
Co:npany. 

In the event thot <lOY change 10 the 1 at•·u o r 
tariffs o! the carrt~ts whose setvtces the Cor:>('-lny 
resells to it& customers . the Company ohall prov:d<· 
itS CUStOmers 30 d<'ly6 Wrttten nOl!CO Of ;any ,.t to•ct 
of such change In the b t lltng rate o! or oPrvtce 
p rovided to the cuutomcr. Unless a cuutomer 
notif ieo the Company In writtng of tto requeet for 
alteration or termination or serviceo, any new 
billing rate or florvice change ahall be df'cmed 
accepted a nd eCfooctivc the date spec tf i~>d In th£· 
Compa ny 's no t ice. 

Payment fo r lmn.all,nlon. o rhe: non recut 1 tnq 
charges and the laot montho recurrurg chargco wtll 
be billing on the ftrsl months invoice. All 
charges shall be due upon recetpt o f the Invoice; 
bi 11 ing shall commence upon 1 natal I a tl on. iC 
Cuotomer io not ready to accept The Company 
Services 30 dayo after the date Servrce flrol 
becomes availabl~. Th~ Company ohall comm~nc~ 
billing. 

ISSUED: September 8 , 1997 E~'I'ECT I VE : 

Issued by: 

John J. 0'8lock, Execuuv~ Vt cP I 11'111 l••nt 
Inter Tel NeLSolutlons, Inc 
120 No rth 44 · Street, St<· 300 
Phoenix. Artzona 85v34 
602/JO:!- 8989 
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Inter-Tel Netoolutions, Inc . Tar! f! No I 

Or1g1nal Page No. 20 

SECTION 2 RULES AND REGUW\T IONS 

2 10 Qiaputed Bills 

2. 10 . l 

2 .10. 2 

I f notice o f a dispute as to charges 10 not 
received, in wr1t~ng, by the Company w1th1n thirty 
130) days after billing otatemento is rcncloTI'd, 
such billing statement shall have been deemed 
correct and binding upon the Customer 

In the case of a bill1ng dispute between a cust~~e r 

and the Company !or service furnished to the 
cust~r. which cannot be settled with mutudl 
satisfaction, the customer may request. ar.,j lhc 
Company will comply w1th the request, ~n ln·dl'plh 
review of the disputed bill. The undlepul~d 
portion of the customer • a bi 11, and oubsequ,.nt 
bills, must be paid on a umely bitOrll or lht• 
service wi 11 be oubj eel lO d l&Connccll on. 

2.11 Qfgcgotiouancc and Reororatton of Serytce 

2 .11.1 Cancellat ion by Cuslomer 

Service will be provided for thc te rm or !li'!VlCC 
elected by the cuot..omer in the serv1ce agr t>emcn'l ll 

enters into with the Company. Unleso the Company 
receives in writing a not1ce of termlnolliOn o! 
services by the customer on or before tlllrly I )0) 

days from the end o f lhe agreed oerv1ce p~1 1od, the 
services provided hereunder shall continue on ,, 
monthly basio unt..il either pany shall give llw 
other party at least thirty 1301 dayo wn tl<'n 
notice. 

The cuotomer is responsible for payment of al l 
charges for service Curn!ohed customer pnor to thl' 

ISSUED> September B 1 997 EFFECTIVE: 

Issued by: 

John J. O'Uiock. J::xccuLivc V1ce I'Jellident 
lnLer Tul NetSolutions. Inc. 
120 North 44" Street, st.-. 300 
Phoenix, Arizona 85034 
602/302-8989 
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Inter-Tel Neteolutiono, I nc . T<lrtf! No. 1 

Origtnnl Page No. 21 

S f:CTION 2 - Rm,g s AND REGU!.AIIONS 

2.11 p!scgntinua nce ond Bgotoration of Service Cont. •d 

2 • 1 1 • 1 

2.11.2 

Cancellation by CUstomer Cont'd 

actual termination of cuotomer • o o.-rvice. 1 n 
addition, i n t he event a customer t<'tminates lto 
service agreement with the Company prio r t o the end 
of the oervice period epect!ied thetetn. the 
customer ohall pay, in addition to all o t her 
cha rges due for eervtce provtded, a sum equal to 
the full balance of all monthly e~.·vtce charges fo t 
the r emainder o f t he Agreement pertod, plus a oum 
equal t o t he va l ue o( any promotional credit 
awilrded the cuet.omer duri ng the term of the 
ilgreement. 

Ca ncellati o n by the Company 

In the event payment in full to not received !rom 
CUstomer on o r before 30 days foll cwtng the dul" 
date , the Compa ny shall have the r>ght, a!l<'l 
giving CUotomer ten (10) days writt en notice and 
oppor tunity Lo cure, to ouopend all or any port ion 
of the Service to Customer until ouch tlme as 
CUstomer has Ill paid in tull all charges then due, 
including any late fee o ao specified heretn, !11) 
provided satisfactory asourance !e.g .. a deposit ) 
of CUstomer's abil1ty to pay for Service, and Ci 11 ) 
made advance payment o! the cost o f reinstating 
Service. If CUstomer Coila to make all such 
paymento by a date detcrm1ncd by and acceptable t o 
the Company. Customer will be deemed t o have 
canceled the suspended Service effcc llve the d ate 
of ouch suspension . 

ISSUED: september a , 1997 EPPECTIVE : 

Iooued by: 

John J. O'Block. Execut>ve V1 ce Preu1dcnt 
Inter-Tel NctSoluttona, Inc. 
1~0 North 44" SuccL, Stc. 300 
Phoenix, Arizona 85034 
602/302-8989 
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Inter -Tel Netsolutiona, Inc. Tartll No I 

Or1g1nal Page No 22 

SECTION 2 · RULES AND REQU!.IIT!ONS 

2.11 Qi qcont iouaos;e and Rea t o ratipo of Seryic~ CQOI 'd 

2 .11.1 Cancellatio n by Company Conc'd 

The Company may discontinue serv1ce o r c.:>ncel <In 
application f o r oervice wit hout 1 ncurri ng any 
liabil ity under the followi ng c1 rcumst.:>nc eu: 

(A) For insufficient or fraudulent billing 
information, invalid o r unauthorized telephone 
numbers, credit c ard numbers or p1c · ar1anged 
account code numbers: 

(B) The viol ation by the custocr.er of any law, rulf· 
o r regulation of a ny government a I autho r Ity 
hav ing jurisdict1on over the serv1c e; 

(C) The prohibition a g a inst the Company ( rom 
furni shing services by order of a court or 
other governmental authonty hav1ng 
j uriudictioni or-

(0) The providing of false or misl eading c 1Cd1t 
information by the cuotomer. 

The Company w1 ll p•·o vid.. the customc•- w11 t.tcn 
notice of such d1scont1nuance f1ve days prior to 
discontinuance 

ISSUED: September 8 1997 EFFECTIVE: 

tooued by : 

John J. O'Block, Executive Vice President 
Inter -Tel NecSolutions, Inc. 
120 North 44 ' Street. Ste 100 
Phoeni x , Arizona 85034 
602/302 · 8989 
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SECI' ION 2 - R!!!.ES AND REGULATIONS 

2.13 Cuatomer seeponoibili r ica and Usc Coot•d 

2.13.2 

2.13.3 

2. 13.4 

Cuotomer shall provtde the neceoaary equipment 

apace , conduit , and electrical power requtred to 

terminate and maintain the !acilttteo uoed to 

provide Service o n a ll applicable premioeo without 

charge or cost to The Company. The space, condutt, 

and power must be made available to The Company on 

a timely baoio. CUstomer ohall be rroponothle Co• 

assuring t hat the equ 1 pment opace ,,nd .1unoc I ttl •·d 

focllitieu, conduit and righto-of -way wlu ch It is 

providing are a safe place to work and are 

protected aga 1 nat (ire, the ( t, vanda 11om or oUtet 

casually, and that the uoe thereof compl iea with 

all applicable laws, rules and regulauono and wtth 

all appl !cable I eases or other cnnt ractu..ol 

agreements. 

Cus t omer shall be responsible to obtatn and 

continue in effect all government authonzattono 

necessary to permit CUstomer to 1ece1ve Service and 

comply with ito obliga tions under this Agreement. 

Customer may uoe the Serviceo fot any law!ul 

purpose for which they arc Intended . provtded that 

Customer will not use the Servic~o so ao Lo 

interfere with or lmpai r Sc rv Ice ovt't any of tho 

!acilitiea and associated equipment o ( The C0111pany 

o r authorized vendors of The Company, or to Impair 

the privacy o! any communications over the fiber 

optic faclll ties and aooociated equipment. 

CUotomer agree a that all nghto, llt.le and 1nuH eot 

in all the f1ber optic or other faclltttes and 

equipment provided by The Company, or .1ny 

authorized vendors of The Company, hereunder ohall 

at all timeo roma1n excluoively w1th the Company. 

ISSUED: September 8 1997 EPF'ECTIVE: 

Ioouod by: 

John J. O'Bloclc, Executive Vtce l'rerudenl 

Inter-Tel NetSolutions, Inc. 

120 North 44 ' Street., Str. lOO 

Phoenix, Arizona 8S03 4 

602/302-8989 
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SECTION 2 - R!Jt.ES AND REG\U.A,TibNS 

2.13 Cuotomer Reaponsibilities and Use Con.t..:d 

2.13.5 Cuotomor shall not. create or perm1t to be cre.aLod 
any liens or encumbrances relaLing lO Customer's 
use of the Service or arising from the location of 
the equipment. Upon termination o f Service. The 
Company shall remove its equipment and shall have 
the right, but not the obligation, to remove all 
other facilities from any applicable premises. The 
Company shall uoe reasonable efforts ~o manu.ain 
the Services in accordance with <~ppllcabl e 
performance standards there fore. There are no 
additional charges for The Company maintenance 
services. However, The Company shall have no 
responsibility for the maintenance and repair o( 
the facilities and equipment wh ich 1t does not 
furnish and The Company may access Customer 1ts 
standard charge lor faloe call outs. 

2.l t. Company Reaponaib!llt!es 

ln the event of the Company's foreknowledge of an inr.errupLiou 
of service for a period e xceeding 24 hours, the Company will 
use its best efforts to notify the customer in advance by 
telephone or in writing . 

2.15 Deposits 

The Company doe a not requ lre depos 1 to from its r"eoidenlt ia l 
customers. A deposit may be required o£ any buolneon cuslomer 
who is unable to demonstrate a good cred1 t or paymen~ h1 oto:·y. 
Any deposita collected wi 11 be administered in compl1ance with 
Commission Rules. 

ISSUED: September 8 1297 EFFECTIVE: 

Issued by: 

John J. O'Block, Executive Vice Pres~dent 
Inter-Tel NetSolutiono, Inc . 
l~O North 44" Street, St:e. 300 
Phoenix, Arizona 85034 
602/302-8!189 
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SECTION 2 - RULES AND R£GU!.AI!ONS 

2.16 Taxes 

All applicable federal, state and local uoe, t~les, ~xc1oc o~ 

pri vilege taxes, dutiea or almilar llabilttiea, ch,uge,lbl" t o 
or against CUstomer due to Service provided Lo Custom,•r (J.....!:... , 

gross receipts tax, sales tax, municipal uU litles tax ) nlwll 
be charged to the CUstomer ao separate line itemo and a•~ not 
included in the quoted rateo and are payable by the Cuotomcr . 

ISSUED: September 8 1997 

Iasued by: 

John J. 0 • Block, Executive VIce I'H'O HJ••llt 
Inter-Tel NetSolutions, Inc. 
120 North 44 " Street, See. 300 
Phoenix, Arizona 85034 
602/302-8989 
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SECII ON 3 • DESCRIPTION OF pRODUCTS AND SERviCES 

3. 0 Product Aya.ilabi li ty 

These products and rates are currently av<nlabl c onl y 1n c.he 
cities of Miami and Fort Lauderdale. Additional cltJCO will be 
included a s service becomes available . Additio nal products and/or 
features may become available and will be priced on a c ase by case 
basis. 

3.1 Priyate r.jnes 

3.1 . 1 

3 .l. 2 

3 .l. 3 

OSO • OSO private llne with bandw1dths rang1ng from 
2.4 kbps to 65 kbps. 

051 • A 051 private line is equivalent to twenty
four (24) 64 kbps circuits, totaling 1.544 m!bps. 
These circuits can be used Lo connect mult ipl<' 
offices within the name mcLropol ium .llf!ll , 01 <:au 
be used to connect to a long distance can ·!cr· o f 
the customers choice. A OSl provides a direct 
connection to a long d1otance carrier and provtdeo 
for lower long distance rates although a mont:hly 
charge will be charged for the l ocal OSl circuit 
from the customer to the l ong diotance carrier. 

053· A 053 private l1ne is equJvalent to t we nty 
eight (28) OSl's, totaling approximately 43 mbpa. 
These circuits can also be used to connect multiple 
offices within the same metropolitan area, or can 
be used to connect to a long discanc~ carrier o f 
the customers choice. These circuits will be used 
in high bandwidth appl !cat ions. Appl icaLions may 
include the transferring of !.'lrge computer Ules 
between a software companies multiple locat1ona or 
hospitals transferring MRl' o (medical :·cccc"'l:lon 
images) to other facilities. 

ISSUED: September B 1997 EFFECTIVE: 

lsaued by: 

John J. O ' Block. Execut.lve Vi ce Prc:~idenl 
Inter -Tel NetSolutiono . Inc. 
120 Nort.h 44"' Street, Stc. 300 
Phoenix, Arizona 85034 
602/302-8989 
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3.1. <1 

3 0 l. s 

OC3 - An OCJ pri vate line contains 155.52 mbps o f 
bandwidth and are usually used in applications ·chat 
involve carriers or Internet providers . OC3 
circuits are used as an actual part o f a carriers 
network backbone . 

OC12 - An OC12 private line contains 622.08 mbpo of 
bandwidth and are usually used i n applications that 
involve carriers or Internet providers. OCl?. 
circuits are used as an actual part of a carriers 
network backbone . 

3.2 S witchgd Prgducta 

3.2.1 

3.2.2 

3.2.3 

DSl - A local OSl ·wi ch dial tone !llmpl y prov ide.s 24 
channels for local calling. 

PRJ An integra ted services d igital network 
configurat ion of 23 8 c hannels, each operating ac 
6 <1 kbpo, and a single 0 channel , operating at. 6~ 
kbps, in a 238+0 configuration. 

8RI An integrated services digital network 
configuration o f 28 channels , each operating at 64 
kbpo, and a single 0 channel . opet·ating at 16 klbps, 
in a 28•0 configuration. 

3.3 pata products 

3.3.1 

3 . 3.2 

LAN Circuits -
ethernet. {10 mbps 
( <l mbpe or 16mbps 

These da ta circuits can run at 
or 100 mbps speed) or token r1ng 
speed) protocal . 

ATM - (asychronous transfer model is a high-speed, 
high volume, packet -switching transmission protocol 
that uses short, uniform, 53-byte cella to d1vide 
data into efficient. manageable packet a foi" 
ultrafast. switching through a high-perfot•nance 

ISSUED ; Septembe r 8 , 1997 EFFECTIVE; 

Issued by; 

John J. O' Block, Executive Vice Prestdent 
Inter-Tel NetSolutions, Inc. 
120 No.-t;h 14" $t reet, Ste. 300 
Phoenix . Arizona 85034 
602/302-8989 
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network. The 53-byte cells contatn ~-byte 
destination address headers and 48 data bytes. 

SECTION i - RATES 

4. 1 Priy ate l.i nes 

DSO Not currently available, tariff modtiicatl o nn wtl l 
be provided when product is available . 

DSl 

DSl 

OCJ 

0Cl2 

(type I circulto only) 
Channel Terminati on 
Fixed Mileage 
Variable Mileage 
Installation Charge 

(type I circutts onlyl 
Channel Termination 
Fixed Mileage 
Variable Mileage 
Installation Charge 

$149.00/locatton 
$96.00 
$24.00/mile 
$930.00 

$243 0.00/locatton 
$1591.00 
$213/mi le 
$1215 .00 

Pricing ill done on o case-by-case baoin and no 
11tandard pricing io available. 

Pricing is done on iJ case-by-ca11e baolo und no 
standard pricing is ava1lable. 

4.2 Switched sery icPp 

OS! 
DOD Monthly 
DOD Install 
Combo (two-way) Monthly 
Combo (two-way) Install 
DID/DOD Monthly 
DID/DOD Install 
DID Monthly 
DID Install 

$1000.00 
$1000.00 
$1000.00 
$1000.00 
$1240.00 
!;1090.00 
$1480 .00 
$1090.00 

ISSUED : s eptember 8. 1997 Ef"FECTIVE: 

Isoucd by. 

John J. O 'Block, Execut1ve Vtce P•~nldent 
Inter-Tel Net:Solut Ions, Inc. 
120 North 44 Street, Sle JOO 
Phoenix, Ar1~ono 85034 
602/302·8989 
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SECTION 41 - RATES 

4. 2 SWi t ched Seryiceo conr'd 

PRI 

BRl 

Combo (DOD and DID) Monthly 
Combo (DOD and DID) Install 

$1195.00 
$1100.00 

Not curr ent ly availnble, tanH modtftc<t• lonu wilt be 
provided when product io available. 

Individual Business Lines 

Not currently available. tar! (( modiflcauons wJJ I ;..,. 
provided when product is available. 

Extended Area Service S 0.070 per minute 

4. 3 para Prpducts 

LAN Circuits 

Pricing is done on a case-by-case basiS and no sLandard 
pricing io available. 

AIM 

Pricing is done on a caae·by -caae basis and no oLandard 
pricing is avnilable . 

ISSUED: September 8 . 1297 EFFECTIVE: 

Issued by: 

John J. O'Block, F.xecutlVC VlCC r•resldcnl 
Inter-Tel NetSolutiona. Inc. 
120 Norch 44 ., Street . Ste. 300 
Phoenix , Arizona 85034 
602/302-8!189 
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UNITED STATES 

SECURmES AND EXCHANGE COMMISSION 
Wuhlngton, D.C. 20549 

FORM 10.K 
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(c:!) 

OF THE SECURmES EXCHANGE ACT OF 1934 

For the flac.tl year ended 
December 31 , 1998 

.;ommlu lon File Number: 
0·10211 

INTER· TEL, INCORPORATED 

lneorporel , .:1 In the State ol Arizona I.R.S. No. 86-0220994 

120 North 44th Streel, Suite 200 
Phoenix, Arizona 85034·1822 

(602) 302-41900 

Securi11os rogislorod pursuant to Section 12(g) of the Act 

Common Slock 
(12.951,163 shares oU1standlng as of March 14. 1997) 

Indicate by check mark whether tho registrant (1) has filed all repons 
required to be filed by Section 13 or 15(d) of tho Securities Exchange Act of 
1934 during tho preceding 12 months (or for such shoner period that the 
regisfranl was required to ftlo suCh ropol1a). anj (2) has been subjeel to such 
l tltng requirements for tho past 90 days. Yes X No 

lndicsl te by chock mark If disclosure of delinquent fllora pursuant lo 
Item 405 of Regulation S·K (S 229.405 of lhls chapter) Is nol conlalned herein. 
and will nol be conlain&d, to the besl of rl'~ist•ant's knowledge. In definitive 
proxy or informallon s1a1omonts Incorporated by reference in Pan Ill of this Form 
10·K or any amendment to this Form 1()-K • ( ). 

The agg~ate market value ot the voting stock held by non· 
af1ihatos of the reglstranl, bued upon the las! rfipof1ed sales price In NASDAQ 
National Market System on March 14, 1997, was approximately $149,000,000 
Shares of Common Stock hold by each executive officer and director have 
been excluded In that auch persons may bo doomed to be artlllatoa . 
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ITEM 1 • BUSINESS 

The Company 

This rtJpotl contslns forwsrrJ· Ioold,g statof711!nts wtthin 11111 mosnmg of S«Ji<Nl 27A ol tho 
Securities AC1 of 1933 and Section 21E of tile StJCuntros Erchangt Act of 1934 Re11dtJrs nro 
cautioned that such statemon/4 ttre onty prodrctions and mvo/Ve nsks snrJ unut1slntltls. Actual 
results oould differ tmii!Y/Jy from those projected In thtJ lorwsrd·/ooklng statttmonts tu n rtJsult of 
tile risk factors nt f0t1h under "Fsctors Thst May Affect Results Of Fururo ()ptua~ons· btJiow and 
elsewhere in lhls repot1. 

Inter· T ol. lnco!J)Orautd In Ari~ona In 1 9G~. Is o ' 'ngle POinl ol contact. lull StJMc e solutions 
inlogrator providing AXXESS and Arrent digital bu5lnoas communH;atlon plo!forma. AXXESSORY 
Talk voice procewng pla!lorms. call procossrn;~ end voice procosslng .altware along wn11 various 
other productivity enh&nc:lng software opptrcatlons. computer telephone l"legraUon. and network 
sorvoces and long dl$1ance calling seMC~s as well as ma.ntononce. leaSing and support servk:ec 
Tho t;ompany's Common Stock Is QUCI ' on the Nssdaq Nauonal Markel System under tho 
symboiiNTL. 

The Company hU developed n rilstnbutoon nt>twork ol direct sa.los oHk:es. dealers ano 
value. added rosoners (VAAs) which sell the Company's produc:u to small·to-modoum-slzo 
organlutlons and to divisions or departments oltargor organizations. Including Fonuno 500 
compenles. largo saM<:e organizations and govommentat agencies. The Company has 29 
dlroct sales ol llces in the United States. 0110 In the Unliod Kingdom. one on Japan end a notwor~ 
ol hundreds ol dealers and VARs who p1.1rcnua drroctty lrom tho Company. The C<lmpany as 
also In the process ol expanding 115 lntemanonal de$1ar network • 

Tho Company's strategy Is ro oHor to itt customers. through a br011d dl5tnbutlon 
network. tho total solution lOt theor commu, ,.callons nood~ sJnglo SO!.Irce lor lheor lu ll rango ol 
telephony requirements. and to prOVld'o to ill market segmer.!. on a cost·oHectiVo basis. 
advanced te<:hnologlu that have achlevod aCC4J)tanco in the market lor larger systems 

Producta and S.rvlcaa 

The Company's current and plaMod products and soMCOs span the follOwing ponlons ot 
Its market segment: 

• Digital Communi<:etlon Platforms 
• Computer Totophono tntegroUon 
• Voice Procuaing Software 
• Internet Connoctlvity 
• Ne~ Tochnologloa 
• Network and Long Distance ServiCes 
• Fleldble Ananclng 

The m.tlket lor the Company's prcxtucts and services Ia charactanzod by rnpid 
technological change end continuing demand lor now products. laalurea and applk:atiGn~ See 
·Factors That May Alfoct Results ol Futuro Operatlons - Rapid Techi\Oioglc;al Chango ano 
Oopondonee on Now and Tlmely Producllniroductlons.• 

J 
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other applbtioos on the PC or worltstatJoo AJ:platloos 1nclude Jatobaso lOok-up ("noen 
uW.Zos caJier·ID information to retnovo customer lnlormatloo automotocaUy l11>m a 
computerized dalllbase). a1.11oma1ed anendanl. lnteraCIIVe VOICe response auloma(l( can 
d.lstributlon (which queu.s and poonbLos lncomlfl9 calls). and call aecounllng (which po~m~ts 

tho moo1tor1119 of telaphOile usage and toll cost) The AXXESS system Is mAnaged through a 
MICf'OSOit Wlndows-ti&Md glllphiCal user Interface on a PC to lacd1tato InstallatiOn , sySlom 
eootlguratloo and programmi119 

Tho AXXESS system uhhzes adVanced aollwaro to cool•gure and ullllzo roal·t•me d1g1tal 
signal p11>Cosslng ("OSP") semiconductor compooont5 lncotporoted 1nto tho system Mrctwa•o 
Tho use of OSPs and related soltwnro low) ra S'/Stem costs. permits h1ghor luncUonahty and 
Increases system NexloWty. For example. ••s r s .:an be configured by tho system manager 
lor d1rterent combinations ol apeaketp110nn. conference capab1hiJo& and other IOSP·bnseo 
lacilttles. The system's spookttphooOJ lncotpolllto lull-duplex technology. which pormrts 
speol.etphooes to lrilll&mll In bOth directions at the same lime Without the noconr1y 10 override 
one apoakefs voice to prevonlloedback lnter:ercncc 

The AXXESS aonware Ia wnnen 1r • l't'g!l ·level. obJeCl-(){tentod language which c.an 
~rate on many commonly used proeesSOts ACCO/lSJngty. the soi!Ware can Do read.ly poneo 
10 other han:tware plallorms The Company Jntonds to port thO AXXESS soltwaro to faster 
m<f1>PIOCOSSO<'S which Will perm~ the AXXESS to grow to a mU"../1 larger SllO In Order to 
enhance the functJonality end por10<TNnce ol these larger systems and to permtt o mtgrahOO 
path from tho li/Tialler .A.XXESS 1ys1em as a c:.J>tomofs system roqu11oments rncroa .. 

Inter· Tel An ent 

Tho Company lntroducod Ill newest prOduct uno, tho Inter-Tel Auent. •n tho third quarter 
ol I 995. Tho syctom originally supponod t 6 Uno\ and B trunks. Software vorslon 2 .0. released 1n 
third quaner 1996. increased tho system cap,,crty to 24 lines and 12 trunks Small businesses 
oro demanding adVancod telephony appllcauons lormor1y roaorved only for largo cotpOrauons 
Tho Inter· Tel Axxent Is doslgnod to brtng many ol the advancod loalures and lunctlonaJJty ot tho 
AXXESS system to smaller lnstallatiooa on a Q)lt·oHecllve balls while enabling u10rs 10 m•grato 
to an AXXESS ayslem as their tolecommunlcat100s needs evolve. Tho Inter-Tot Axxenl provides 
capabllalos 5UCh as compUior telephone lnlograt•on. OSP technology, reol·llme ACO roporung 
and Integrated IIOice proceSSifl9 Housed In a compact PC 1)'1)0 mtd·tower. tho tntor·Tot /uunl 
platform also oHors tho coovenlonc. ol a default dt tabaSo so the system Is fuUy opotallonal as 
soon u 1t ls plugoed in Basic: databiSo programmJOQ can also be por1ormod through the a.g.taJ 
telephone terminals. Tho system Ia aol<l through direct sale olftQs and direct dealers to 
prolusional businesses such •• doc:tora. lawyoll, a~ICI archttoca 

In eddrtioo to Its llno ol dillrtaJ c;ommunlcahOO ptarlorms. the Company eootJnues to have 
sliCOOss In Its direct sales offices and <Ha~er d stnbutlOII channels With 1t1 traditional IMX and G· 
Sor1aa family ol produetl. Tho•e producla oCOOOO)iCally bring adVonc.cl communbllon ae~s 
to tho Company's customera, however, w•thOut the advantages ol tho open ll<chitecture 
capabilitloa ol tho A.XXESS and lnler·Tel Anent Thuo products Include 

• GLX and GLX+ 
• GMX-43 
• IMX 122412«812.COO 

IMX/GMX256 
• tMXIGMX418/S32 



• • 
Inter-Tel also distributes other leading letecommunlealions prOducu lrom lb Factored • 

P rOducts Division through its direct sales olflces. dealers Gild VARs. Factored Products 
represents products lhal Inter-Tel has endOrsed as lhc load!t~g communocallons pe11pherals 
utilized In many day·lo-day runcllons. Businesses require lelocom 'Tiun•callons prOducts to prOVJdo 
lncreuod productlvily. ease ol Oi>llllllions and rellallllily Many ot th9so products Interface w.th 
lntor·Tol telephone systems. lnler·Tel's product solectron consists ol VJdococonleroncrng, banory 
.bacl<up, hoaduls, surge protectlc.n, paging eq.ipmenl, wireless communications and data 
nnulliploxen;. 

Comp uter Telepho ne lntegrallo.n (CTl) 

Through Computer TelephOne lntegratron (CTtJ, IWO ol the most Important busrnoss 
tools-lho computer and tho telephone-oro nnkod Into ono environment to provide Slronmllned 
business procassos and enhanced customer seMce. 

Wllh CTI technology and Inter· Tel's indust· r·: .andord com munrcatron pla11orms and C. • . 
object otfent~d. call proceulng 110ttware, uSOI'$ • • n be Dolror prepared to answer Incoming 
lelephone calls. With Inter-Tal's AXXESSORY C<)(I(IDCI soiJwaro lor lho AXXESS system ond 
local Caller 1.0 . lnlormatioo, users can accept phone calls through tho11 desk1op PC. Caller 
inlormatlon can appear on the screen evan betoro tho callrs onswereo On an IndiVIdual desktop 
or a company-wide noiWOflt basis, Inter-Tel otters a variety of produ~ts. such as AXXESSORY 
ACD, that can manage automallc call dlstnbulion at poak oHiclency or roUio lr~comong Jelephono 
calla, based on various poromolora. to a spocHtc person. II can a I so collect, analyze and repon 
real·timo call processing lntormallon lor staH forocastong and analysis. 

Certain ol Inter· Tel's software applk:OUons can also lnlegral• w.th otnor 'olf·tho·sholr 
W lndowa applications such as porsonot lntormallon managers, call rouling or call management 
sottware that C4l1 runher enh1nce ~ustomer solllictt while lncreas1n11 cnll ottoclency and omployoo 
productlvlly. lmer·Tel has par1nererd with a number of third pany soit'AMO developers 10 lntegralo 
with lhoir exlsllng nppllcallons to create a working envlronmenl for dat.obase. personal organizer, 
or lermlnal emulation programs. 

II lheso ·ott·the·shetr appl lcaUons do nol complolely meet lhe needs ol a cuslomer. tho 
open design of lnlor·Tel's sollwaro allows independent soltwaro developers 10 wnto cuSiom 
appHcatlon5 lhrOIJllh lnler•Tars D'l!voiOpefa Program. Or, Inter-Tel's CTI SolutiOns Group ean 
pr·ovldo profHslonal consulting sorvlcas or development ol individual cuSiomer applications. lor 
either doskl.op or Local Area Network ("l.AN")-basod appJlcallons. 

Call management applir.atlons that wore once reserved lot largo call conlors. such » 
alr11no resorvallon cenlors or banking operations, are now avaltclllo, and affordable I rom Inlet· Tel 
lor most buslnt5Ms. The Company Intends to da:Jgr• luiUio enhancements lo lntegrolo LAN· 
based solutlons on a Wlndowa NT Server. 

Vole• Proc:eaalng Software 

lnler-Tera A.XXESSORY Tsllc, Anenl Talk, and the IVXSOO are all voice proce4slng 
plls11orms lhol work with lnlor-Ters communication platlcrms. Alllhree appllcallons use the Mulli· 
VendOr Interface Protocol (MVIP), o.n Industry &tandaro for connoctlng multi-vendor PC·basod 
bollrds In voice proceulng, dnla switching and IIIOeo systems 

• 

Future onhancemanta 10 A.XXESSORY Talk, the VOice procesalnll soltwaro for tho • 
AXXESS ptalform are planned, Including tho ablllly 10 program 8ll(f SChedule multiple voice mall 



• 

• 

• 

• • greellncs. cancel unheald menages. del, C1 ·~o •ou•e Incoming I axes 10 a specollc ox1enslon and 

lhe abi~ly 10 automalically re1um a call lro,.., ' viC" : •ad by using CaUer I 0 

AI lhe need to merge dolferenl lyllOs ol menages conllnuu- 10 evolve. IIIIer· Tel os 

dove lOping unKoed messaging software, scheduled lor release on I~ e lhorcl quaner or 1997 By 

utlng 51Mld4rd electronic mall galeway l.ctlnology, lnltr·Tel'l unof>td meueglng sottware woll be 

de~ 10 enable 1he lnlegrallon ol all types ol mesuges Info a lingto user tnlerface on a PC. 

supporting Internal t-mall and major electronlc: maN pacbges lncludtng Macrosoh Matt. M.c:rosoh 

Exchange, Lotu$ NOitl and cc:Mall. lnlegrallng e·m.U, IIlli and vooco m&llhrough o•·• ... .. ago 

managomenl Interface at both the PC and tne phone could allow users to easily see and conlrol 

aU dolferenl types olm6JSagea thai have been received. 

lnlor·Tel IS dovel0p111g unifoed r.>t ! a ;:r>~ soltware 10 WOflt "' conjunctoon w>lll lh" 

Mocrosoh Exchange messaging opplacatlon, 1,. :luded wllh Windows 95 as w~ll u Mocrosoll'e now 

Outlook product . Inter· Tel' a unlflod mes.saglng soltware will conform 10 lho Mosaoglng Appllcaloon 

Programming Interface (MAP I) standard llt\ elOped by MicrosoN and will work wrlh the 

AXXESSORY Talkdlg~al ~ proceSSIIlg ploltlorm 

lntor·TIII'I unlfltd meneglng solo .. a. shoukl provodo ye1 onothor means lor omprovong 

workplace produc:tMiy and relrievlng mouagos enywhoro from a phone or n PC conneclod 10 n 

modem 

Internet Connectivity 

Wilh lho advent of lnlemot lclephOny, more companies oro relying on tho Info mel lor lhO 

delivery ol streemllned marktbng. sales ant< euslomer auppon, as weU as affordable allornelivos 

10 lax. express rna~ end Olhlr lorms ol global communacabOns In 1996. Inter-Tel develOped the 

Vocai'Not Server. 

The VOC4l'Ntl Server, lchedulad lor commercial release In tile summer of 1997, Is o 

stand-alene lnlemet ltlep/lony IOiutlon avaU.Oie for use w1111111e AXXES<; system or Yinually any 

t>u5lneas telephone aystem equipped W1lh T • t upablloly II prOIIIdos a galeway lor btidgfflg lhe 

pubflc ltltphont network and e company"a onlranel or thO lnlemtl Woth the Vocei'Nel ~erver. 

users will be able to -:onduc:t roat-tlme, lull-duplex, hlgh-quahly, twO-way voice communicalicllls 

over the fnlemel, lor potential aavings comporod 10 llendard iclllg diSianco phOne service 

Designed 10 meet 1he needs ol mosl buslnaasea. lhe VocerNet Server will be avalltble in multiple 

pori sizes. 

The Vocal' Net Serwr dOes not roq ulro customlzo<Jiolephooo sets or spocrahzed sottwaro 

and carcll In each dasktop compuler. Furthermore, the Vocal'Ntl Server dOes not rely on lho 

centtal procesaing unit ol lht computer lor lhe .. ompresslon or packellzatlon ol inlormebon 

Therefore, the aerver may be able to llende ftddrloonal functions os wei 

6-ust Internet telephony convons ell tronsmlnlons to tho ~ame lyllO Ol pl>ckels, bolh 

voice and data cen use 1he same data clrcuHa, !hereby redUCIIIg backlog on lhe data circuit$ ond 

lncreulng efficiency Bandwidth II maJurniZ?d 10 e point tl\et some uaara may be able to rad\ace 

the overaU number ol elrcuota needed. 

The Vocei'Net Server 11 doalgned to allow bualnoaus to croolo vlnuel olflcoa, onobllno 

!raveling or oil-site employeea 10 c:onntct to 1he main olfloe lrom anywhlr• In the coun1ry or l~e 

world All lhal It nti!Md II 1 1tp19p computer and the number ol a lOCal lnlemtl Servtc:e 

Pr~r 10 receive multlmadle messages and to place calla over lhe lnlernel AnOiher appbc:abOn 

7 



•s 'lfoud't·To-T.,Ik" te~p .. nebled web pagea. tlCh Lltows .. to oulomauc:ally connect 

over the lntemat to Ullk to CUSIOmer sennce agents 

In Its lnitlaJ commeta.J release schedu~d I()( mid-1997. tho Vocal Nel Server wtll be 

des~ned 10 WOIIl with business lefephone ayslelll$thet auppor• E&M &IQ!lallng CNer T· l llne~ and 
10 handle up to 24 slmullaneous cells. olfenng edvaneed lnlernet lole,hony recnnology Furure 

pfan.ned enhancement• will Include fnduslly 51ondard compallbtllly (H.323) for lnlegraltOfl wtth PC· 

based sohwaro appflcallons tnd other rypes of garoways as well as a lax galoway lo prov•de fax 

dnd lbroadcasllax ~JIItlea ICIOII I he lnreme't. 

Netw orking Tec:hnologlet 

To develop a IOIJCI loundatlon lor stare-ol·the· - rt dala and tolecommun~ea11011s norwortung. 

customers requh~ strareglc network expertise from 11 r ne 1orlung provider Oo11gnmg. tnstalhng 

end s.uppo<1Jn!l the complell inlegratlon ol a custom• r's comple. dala anc:1 taleeommun>eaii()(IS 

nerwork. from Ja'ld-based LANs to geographoeally Otspersed Wide Area Nerworlls (WANs). IS a 
koy goal of lnrer-Tet 

By lorm•r ~ alliances wllh major manulactur t or ~ardware and sonwaro loc:hnologtos. 

lnler·Tells workln~ 10 provide lhe rO<Jiers. ATM. LAN dnd VIAN swllc:hes. ltle servors, lnlolllgenl 

hubs and any other device required lor tho c;usromer's lntranor or lor uaago ol rho lnrornol Pte· 

ule design suppo<1. ptOjtel coordlnatlon lor lmplomenlaUon. end lnsu.llallon support oro olfereo 

on the luH line ollnler·Telaerver-based telephony products and services 

Nerw orll and Long Dlatanc. S.rvlc.a 

The enactment ol the TelecommunicatiOns Acl of 1996 greally 1mpac11d bolh Jhe 

• 

roloeommunlc;allons fndUIIry and NeiSolullons. lnlor··er a network and Jong-<l•stanco serYICes • 
provkler. by opening telecommunications marllers to local and pnvale earners 

Working with domestic end lnlomaiiOtlal ee•ne.-. lnler·Tol NetSolullons oilers a wide 

range ol voice. data end video services. Using afalo-ol·the-an lec:hnology, such as dl!)ttal fiber 

optics. NeiSolutlons olftrw aervicea 11\al Include domestic and lnlamatlonal long diStance, 

dedicated services such U ltatne r-'ay end pnvale line circuitS. and pre-paid and lrad<I.OOal 

caf~ng cards. 

C.U eenttrw uSing T • t access lor lneonl'ng tOII·hee traffiC. 58181 ol1as us.ng 

NotSolullons" switched long dlslance or ~anlos ~nltlng mulUple offiCes throughOul lhe eo<mlry 

on a Ira me relay network ott enmples of the appheellona currently supported by lnJar· T ol 

NorSolutlons. Wt:~ther h Ia toll·hee aervlce or WAN d<:tslgn. lnler-Tel NoiSolullons Is C4pablo o1 
handling a broad aptelrum olrelecommunlcatiOns noetls, 

lnler-Tel NeJSolulfons lnltnds to offer lo<.JI Mr.llce, Internet aec:eu and wireless 

produeta, thus continuing lnltr·Tera evolu1Jon u alotal solution provider. However. lhoso sorv>e:es 

are not currently p~. and there can be no assurance that the Company w•U be ablo ro 
piOiflde these services in the luturt. 

Flexible Anancfng 

An itllegraJ part of br1nglng the total •otuuon 10 lhe euslomer 11 10 provide o range of 

alforcl4ble financing programa In one ilexlble and c:onvenlenl JH>c:bge. Wnil Inter· Ttl, tu•tomors 

• • 
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• 
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can acq~o.ra their t.ony and computer piau ~ .ns. :.ottwar. phcatoons nno networl< ~orvtces. 
as well as r1nancing, all from a single source . 

inter-Ters Tolalease program provides quabflod customers wun that total solution for thell 
telephony ptoduets. The Totaleeso program Includes lull system maintenaneo aM traJning, fixed 
equipment add-on and upgrade provisions. risk ot toss. guaranteed renewal optoons and other 
setvices, all 81 8 fi•ed monthly cost. With Totalease, Infer· Tel manages tile •osponslbllatles and 
nsks assoclated with ownership ol communications equipment 

Inter-Tel also olfors a line ollow costtoase purchase llnanccng. Loose terms fllngc ltom 
24 to 84 months with $1 .00, lr•ed and lair marl<ot value purchase optiOns In addchon, lntor· Tel wrll 
customize financing packages to suit customers With spe<:ial frnanclat needs By olfenng th1s type 
or financing to acquire Inter· Tel prod~• and ~t-vices. lntor·Tol provides the customer wcth the 
comlort olpredictable monthly costs and tho s.- •rlt~ • I a direct. ·~~g term retatlonshop w.th Inter· 
Tot. 

Salel and Dlllrlbullon 

T~~ Company has developed a broad •tnbt> .. On network or dJtect sales otltcos. deniers 
and value 3dded reaellera (VA As) whoch mark~• .10 Company's products to small to moedoum siZe 

organizations and diVblons or depanmonts ol larger orgonizauons. In the United States. the 
Company has 29 direct soles oHices and a network of hundreds ol dealers who putGflase 
systems directly from tho Company. Direct dealers are lypically IOCIIIed 1n geographic areas 1n 
which the Company does not mainta:•n direct sales ollices The Company Is additionally 
pursuing di5tribution ol Its products through value added resellors (VARs). Those resellers have 
rradltlonally sold complex dalll SOlutions to cu5tomors, and lho C'lmpany Is socking to lovefllge 
this dt$1ribu!lon neiWOflc lo caprlalize on the mergmg tl the computer and telephony 1110us1nos. 
The Company maintains a dealer suppon ollflce and direct sales oHice In lhO United Kingdom and 
has a network ol approximately 20 dealere In the United Kingdom and Europe. In addition. In 
1993 the Company opened e dealer suppon olflce and direct salea oHICe In Japan and is in the 
procus ol eslablishlng dealers In Asia. 

Tho Company believes thai Its success depends In pan upon the strength ol rts 
dislnbutlon channels and tha abUity of tho Comp.~ny to malntaJn close access to lis cmd usor 
cuslomera. In reoenl perlod5, tho Company has aoughl to Improve Its access to end user 
•c;u$l0!110r1 by tlft~!lng f!flllfgic acquisitions ol roaellers or telephony products and r;erviCos In 
markels In which the Company has oxlsUng direc1 sales oHicos and In other slrategic markets. 
To this end, In 1996 tho Company acquired Florida To'ephona Systems. Inc. and NTl. Corporstlon 
(dba ComNot of Ohio). The Company hu expanded 1ts direct &ales olflca peraonnel from a tNal 
of 332 persons at Oecombor 31, 1992 to a total of 795 at Oocambor 31, t 996. 

Tho Compan)"s &ales through Its doteC1 salo5 oHices aa a percenlago oltotal salos have 
decreased lrom 62.t % of netsalea ln 199<3 lc 56.4% of net sales In t996. SaleG to dlstnllutors. 
dealers, and VARa have Increased from 29.6,. ol net .retes in 1993to 31.5% ol not $8lo5ln 1996 . 
.Sales through the Company's long dlstanca. and network .etvlcas operation havo lncro.uod from 
0 .7% ol net sal .. In 1993 to 6.5% ot nel .ales In 1996. 

Sales of systems through the Company s direct dealers typically generate lower gross 
margins than sales through lho Company'a direct sales organl.zatJon , althOugh dl,oct sales 
lyplcelly require higher levels ol Mlos, marketing. general and administrative expenses 
Accordingly, the Compan)"s matglns may vary !rom period to period depending upon the mix 
ol dealer and dire~ Hlel. Oiroct delllora and VAAl typk<ol!y ornor Into non-oxclusrvo rn111ior 



contracts lor a tartTI ol one A re ~at1. The Compr , oe••orally p~es support and other sorvtces to tho roaener pursuant to tho terms ol tho ogr.t<•nent The agreements ohon Include 
roqulromenta tnat the rtatUor meet or use its best etfOits to meet minimum annual P<Jrthaso • quotas The Company'a experience Is that dealers and VARs maintain lOw lnventoneo ol !he 
Company's products and, accordingly, the Compan) has alq)erfencoo •nsogn•locnnt stock rotation returns and price protoctloo cre<S•tJ to dale. 

tntematlorlal aalet, which to elate have been made through lha Company s UnrtO<I 
K1ngd0m and Japan sUbsidiaries '«":' 1180 lor appro•rmately 1 5%. of net sales 1n 1996 tn order to sell its pr~ to customers In other countries. tho Company must comply "''ttl local tolocommunlcotloros stalldarda. The Company'a A.XXESS system can be readrty altered through software modlllcadoros. wlllch tile Company beUeve .. ,n lacihtate compiO..nco ""'h ttoue to<:al regutatJons. The Company had previously eoperienc:e:: etay tn the Unltt1 Klngoom In 11Chi8V1ng una! regulatory approval or Ita products, hOwever, approvals .. ore recerved dunng 1996 to mrut<et and sell the Company'a digital product Unes. In addrtton, the AXX[SS system h.lls been dosrgned to support muiU-Iingual lunctlonality, and currertJy supportt English -and Japanese Tho 

Company is presently oatabllshlng dealer netwotlts in Jaoan and Asia and Is work109 to o~pno rts dealer netwotlt h ll:e Unit tel Kingdom and Europe 

Reaearch and Oevelop~nl 

Tho Company's research and development olfot~S over tt:o last several years have been l«:used primarily oro developing new products l1ke !he Inter· Tel Aoent 1ystem. onhanc•ng the CTI capab"•tJe• ol the AXXESS product. as wall u elq)and•ng tho cap11c•ty ol tho Companys AXXESS and AXXESSORY Talk •ystoms Current allorts are rolatod 10 suppon or lndustl) standard CTI Interfaces. development ol oe'dlllona appiJcatiOOJ ano features. the dovolopmont olan Internet voice urver (Vocal'Net aorv.r), and !he development ol a LAN·based 
CommurncatlQna Sorvtr ~ lilt Company'a Call Proc;essJno lnd Vo.ca Process•no • software Now ~lcaii0<\1 under development also onc:ludo BaSIC Rate ISON, :olocommunlcatlons notworlung, and un•ftecs me-. .. glng software Tho aohworo·llased architecture ol the AXXESS 5y5tam r~a.tea malntononco al>d tuppon, upgradu, and •ncorporotlon or adddional faalures ancllunctionaloly 

The Company had a total ol 95 personnel •ngaged 1n reaeateh and development a.1 ol Oocomber 31. 1996. Reaeareh and development expense• were $6.581,71 1. $5.76-3.5 t 7 ooo S4,536.882ror 1996, 1995 and 1994. respectively. 

14JnuraC'Iurlng 

The Company manutacturoa aubllanllolly all ol Its ayllems through third party 
subcon1111e1ors lOcated In lilt United Sr,.to&, China a~.,. Phil~pplnes. 'neso aubcorotractOts use bOth aa.ndard and proprietary Integrated circuits and olher electronic deVlcas and components to produc:e telephone SWitches. tela~ es and pnnted cifCUit boards to ttoo t:ornpany'a engineering tpeclfiQtlons and deslgna. Tho suppliers also ln1pec1 end test tho equipment before detlve~ng them to the Company, which In aorne casoa then patlorms aylloms Integration. software loading, llnal totting and lhlpment Tho Company maintains wrtnen agrtamants with Its principal auppl~trs The Company prcvldes a loracast schedule to Its auppllers and ravlaetlhe lorac.ul on a periodic bull 

Foreign manulactunng lacttltlea are subjec:1 to Changu In governmental polieloa. Imposition ol 14rflfa and Import restrlctiona, and olher !acton beyOnd !he Company'• control , Certain ol !he mlcropfOCaUOfl, Integrated clrcultl and wk:e procaaslng lntetlaca cardl used tn 
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• • rho C()(f'panfs systems are currenUy a•lll ••• o l"'fn a single or llm•led sources ot supply From 
t•mo to time. lhe Company e~llences delays In !he supply ol compontnlJ and f.nlshed 
goodS. Delay or lack of supply from •••sling sources or lhe Inability to develop anemaliVo sources 
11 and when reqwr_,j In the Mure could materially &I'd advirstly ill eel oper61111Q tosu"s 

Cuatomor Service 8l1d Support 

The Company believes that CIISiomer sarvlce and support Is a cntk:al compononl ot 
customer satisfaction ano 1110 success ol tnt Company's business Tho Company oporalos a 
Tocnnle41 Support "'lotllne·lo provido a range of telephOne suppon to lis diSiribulors. doalors and 
end usar customers lhrough a toll·freo number The Company also piCIVldos on·S•IO cusromor 
supj:ort and. lhrough remora dlagM SIIc MOCodurea. has the abilrty to deloct and correct 
sy&lom IJroblema lrom Its Technical Support fo •.• ltle~ 

tnforrnaUon taken I rom cusromer CJIII records alto~ fell<lback Into Inter· T ol s Quo lily 
F1rs1 continuous lmprovomenl procen. lllus prOVldlng a road map for conllnuous produel and 
sorvl:e enhancements. Each direct &alta office is g:rven a penod.c service actiVIty report 
sum:nan~lng the reasons that loehnlcJ ' ' .. re a•l<~ng lor assiSiance and common Issues !hal 
give rise 10 lochnlctl lnquiMI Thla ohow• 1hem 10 analyze lronda In lhOit soMCo opor a hoM 
and provide boner customer aorvlce 

Quality 

Tho Company boUovoa lhtl lho qualily ol Its systems. cuslomer seMCe and support, and 
olhor aspects of Its organization IS a Ctltlcal elomonl ol mooting lho needs of lis cuSiomors 
Through Irs Qualify AISI continuous lmp•a.•monl process lnittalod In t99t. lnler·Tel 
lmplemonlt quality procenea lhrouglloul lla bualnoaa operations Tho Company has ollabllshed 
formal procedurea to ensure responalvoneaa 10 cullomor requests. 10 monllor responso limes 
and 10 measure cuatomer sallatactlon. The Company haa olso osiAbllshod moana by which all 
end users. lndudlng custornora of the C:>mpany'a resellort. C4l1 make proch;C1 onhancomenl 
requests diroctiy to the Company. Tho Company aupports •ts dealer• and VARs lhrough an 
oxtenslvo ltalnlng program al the Company'a fiCIIIIy and at dealer •~••· a tOif·froe lolo;:>nono 
number for ulea end toohnlcalsuppon, end tho prclV1Sion or end user mar1<otlng mate nels Tho 
Company typically provldoa 1 ooo year warranty on lis sysloma to end uaert tn 
manufacturing, !he Company continuously montlors the quaJny ol tho produclJ produced on 111 

bthaH by the Company's manufacturing aubconlractors. end Is extondong lhe CompAny's Quality 
Fnl contlnuouslmprovemenl ptocess 10 111 aupplltrs 

Com~lllon 

TM maiUt for lho Company'a prouuelJ Is highly competitiVe and Ill reoenl por1ods 
Ilea boon charactertzad by ptldng proasurea and business COIISOIKI&Iions The Company's 
compelllors lndude Luunt TtchnofOOioa (formerly AT &D and NorTtl (lormerty Nonhom 
Telecom). u weU u Comdlal, Executone. lwarau. Mllel. NEC. Nllsuko. Pan.aonk:. ROlM. 
TOihlba and olhors. Many ol lheao compelllors haYo algnlllc:anlly oroalor linlli>Cial. 
mar1<etlng and tacllnk:ei rHOUrcea !han lho Company. The Company alao competes agalnsllho 
regional Bolt operating compenlta (ROOCa), wnk:n olltr l}'llloma produead by 0110 or moro of I he 
oloromontlonad compehlon and tlao oHor Centre• ayslema In which automoll<: c::.olllng 
laclHlltl aro provld«< lhrough equipment located In tho totopllooo cornpany'a c:.ntral o'fl<:e 

The Telecommunk:IUon Act ol tll96 and AT&T'a announcement to diVIde ltselllnlo lhrot 

enll'llris" 11u Mil an Impact on competltlon in the commUJ'Ik:ation lndUIIry The 

II 



Telecommunleatlon Act L opened the marl<• • lor f!lephooo. d cable ~o1ev1slon services. 
lorclng telophol'le companl<ls to open tt>elr networl<.. 10 ·:c.mpelllors and g•vmg consumers 11 cho1ce 
ol local phone earners. Conversely. local phone companies are now able to oiler tong dt.stance 
sel\lices. In addition, cable companies can oiler 1etephone services and ln!emel access. These • 
changes will l~reasa competition In tho communlcallon lndusiry and Wlll creale oddtllonol 
competition and opportunltles in customer premise GQuipmenl ll5 t.hese new setvk:os and 
lntarleces become avaJJable. 

In the market lor vo!Go processing appllcalions. incJud•ng voice mat!. the Co-mp. "Y 
competoa agalns1 Centigram Communications Corporation. Octet Corporation. AVT and other 
competitors. certain of which havo slgnlllcanlly greater resources thnn the Company. In lhc 
mari<ot lor tong dlsl4nc• urvicoa. the Company competes against AT&T. MCI, US Spnnt and 
other competitors, many of which have algnilocanll ·11eA•1r resources than tho Company Wtth 
the recent Telecommt.nlcallona Act. tho Compan.' wiU also compote with ABOCs and cablo 
companies lor long distance business. Key compelllive factors In the sale ol telephone 5)1$tems 
and rotated applications l~lude performance. features. reliability. setvk:e and support . name 
recognition, distribution capability and price. The Company behoves that It competes favorably In 
its marke!S with respect to tho performance, feature , nd pnce or 1ts systems. as well as the revel 
of service an•r Jupport that tho Company providt to its customers. Canaln of tho Company's 
compeltlora have algnllicanUy groater rulmt rOWljn•I!Qn ~~ distribution capabilities than tho 
Company. although the Company believes that II has developed a compelttiVe dlstnbutoon 
p1es.enco In certain markets. particularly those wnere tho Company has dorect sales off1COS 
The Company OICJ)ecls that competition will continuo to be Intense In the markets addressed by 
the Company, and there can be no assurance that tha Company •.-ill be able 10 continue to 
compete successfully. 

As lho Company enters the markets for lOcal !elophono service and lntemet access. i t w111 
face additional compalitlon from ABOCs and other ptOVI(Iers, which hove larger marketing and 
safes organlu!Jons. algnlflcan!fy greater llnandal and technical resources and a larger ond more • 
established customer base than tho Company_ In Addition. ABOCs and other providers have 
greater nome recognitiOn. more established po6ttoons In the metkol ond tong stancitng 
rolalionshlps with customers. Therefore. thoro can be no assurance that thO Company will 
compote successfully lrl theso marl<ota. 

To tho extent !Nit Inter· Tel develops more &erver·basod tetccommun•cattons products. 
lntnr·Tors competllion will be tho Iaroe COillj)utcn sohwnre componlo&. suc;h os IBM (t.otusl, ono 
Microsoft. In addiUon. tho sorver·based telephony IMtkel haa shown •nc•eaStng compoutlon from 
small sohwaro &lar1·UP companies. 

Intellectual Property Alghta 

In addi1ion to tho factors dtscussed above. tho Compeny's ability to compote 
SUCC.O$$Iully depends on Ita ability to prol·ecl t~· pl"prletaiY technolOgy contained In Its 
producU. The Company relies principally upon a comblnatlon of copyrlght and trade aecrol taw• 
and contractual provisions to oGtabllsh and protect ib propriotaiY righta in Ita systems. The 
Company generally ont•rs lnlo conlldenllallty agreo'T1enta with 111 omptoyooa and suppliers, and 
limits aeceu to l1a proprietary lnlorma!lon. Tt\or10 car. bo no auuranco that lheae protoctlons 
will be adequate 10 doter mlsoppropriallon ol tno ComPlUly'S lechnologlea or lndependon' third 
party development of similar technologies or product features. 

From tJme to tJmo, the Company Is ..ubfocl to assanlon• thai thO Company's products 
lnlringe the lnteUeetwaJ p!O(Mirty r1ghll of third parties. Such delms could reQuire tne Company 
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• • 10 expend ~Jgncfleanl &urns In kbgaiiOil. coulr &e J •• tile Company to p.oy aam-\~jes. and could 

require ltlo Company to deiM!Iop no<'l·onlnn!jll g technology or 10 tocqutre locensea 10 the 

technology wt11ch Is the aubjecl oltho claimed lnlrlngomont. 

EmployNI 

As or Oeeomber 31, 1996, the Company had a 101a1 or 1,193 employees, ol whom 972 

wore engaged In sales. mari<ehng anc: customer suppon, 58 In qual•ly. manufact·•ona "nc:l 

related operallons. 95 In research and development, and 68 in lonnnco and a<lmonlllrahlln The 

Company's luluro success will depend vpot• 111 ablllly lo u"racl, retain and motrvato highly 

qualofled employeea, who are &n great demand. The Company beloovu !hal II$ employee 

relations are ~xcellenl. 

Fac1ore Thel Mey Affect Raaultt ol Future Operellona 

In evaluallnglho Company's business. proapec:lvo Investors should carefully consodor the 

lollowlng l;.t:tors In addllloo 10 tho other lnlorm. ooon prosonlod In this Form 1 O·K 

Rapid Technologlc81 Chllngo Md DopandtlncD on N>w and T1mH; Product 

Introduction~ 

Tno markol for lht Compan)"a sottware. products and soMCes os charaetenzod by rap•d 

tecnnoiOijlcaJ chango and canlfnulng dema••d lor now produC1a, lealurea and oppltcahons 

Current compelrtors or new marltol entrants mdy develop now produC1s or produC1 lo aturos lhnl 

could adveraely alloellha compe!IIMI polklon olthe Company's p'OduciS Acooroongly, the lim ely 

lnlroduCtioo ol now produc1s and product features, as welt a& new teleeommunlcatiOIIS 

appbcatlons, will be a key laetor in the Company's fUiure succesa. Occasionally, now producls 

eoolaln undetoeled OITOI'I or "bugs· when released Such bugs may result from detects conUllned 

In sor!ware produC11 ollered by lhe Company's suppl.era or Olher l/llro partlu !hal are •nlended to 

be compatible with tho Comp.~~ny's producla, over which tho Company has little or no control 

Although the Company sew 10 minimize IJle number of bugs in ns prodUCU by ns lesl procedures 

and slrict quality contrOl, l/lere can be no assurance !hal II$ new producu wtn be errot tree when 

Introduced. Any slgnlflcanl delay In the cammorcialonlrodue1ooo ol the Company's produC1s due 10 

Dugs, any daaJgn modlficatlona required to correct bugs or any Impairment or cualomor 

satlsfaellon at a result ol !logs COUld haVI' a material adVerse eiiKt on lhe Compan)"'s buSiness 

and operallng rttuht In addllion, new products olton lAke aovoral rtlOfllhs before theor 

manulacturing casts aW,IIlze. which may edversely alloCt operating rewlla tor a periOd ol time 

tollowlng lnlroductlon. During l/le past twelve months. the Company lnlroduc:ed ISDN on Its 

AXXESS digilat communk:allan plal1orm, expanded the size Olltle AXXESS and Inter· Tel Auenl 

platforms. Introduced a number of upgradoa to ill e• lstlng AXXESSORY Talk and tVX·SOO voice 

pro<:enlng platform• and annc:1uroeed the lnlroduC11on ol tho Vocai'Nel Server pro<i11C1. In lhe 

ovonl lhal the Company wera 10 tall to succoutully tnlroduee new aollwaro, producta or soMCes 

or upgrades 10 hs ex!Jtlng systems or produC11 on a regular and timely basis, demand lor the 

Company's existing aor!waro. produc:U and services could decline, which could have a molortal 

actwraa ellect on l/le Company'e buslneu and operating ruutta Addoflonally, theoo can be no 

guaranty thel future casta of accessibility. l&c< ot C'\Padfy or volca traMmlasloo quall11 ot the 

lnlemOI will not adversely alleet tho ability of the Company lo deliver all lntemot pnoduC1s and 

services on a cost ollectlve basil. Thera can be no assurance !hal the Company will be ablo to 

suc:eeutully develop new aollwara. products. 10rvlcea, 1ocnnotog111 and ~l.ona on a ttmely 

basis aa required by changing marlcel needs or thai new aollware or ptllduC1a or enhancemonll 

thereto. Including ft. .-nUy announced prodUCIS and upgrades, when Introduced by the 

Company, Wlllachilvatnalklt ·~ 
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• • soro1ees. In addaion, c.ble companies<. ·n C'H' telephOne 5arvices and lnlernel aceess These 

changes Will r~easa compelrtlOO In ,,. c:.r 'lmuNCallOn Industry and Will c:reato addllJOnal 
compaobon and opportunilles In customer prem•se "QUipment as lhtle new seMCes and 

•nlerfaces become avAJ'Iable. As the Company enlers " ' " marl<el$ lor loc:aiiOlephOne seMCe and 

lntemel aeeess. it Wllllaet addstioml compelrtlon from ABOCs and olher providers. wtuc11 have 

larger marl<ellng and aales organlzatlona, slgnlllcanlly grealer llnand&J and lechnlcaJ resources 

and a larger and more ellablished customer base thar. tho Company. In Addrtlon. ABOCs and 

Olhor provldo111 have greatar nama recognlllon. moro established posfllons In lho marl<el and long 

slanding rolallonshlps with cuslomers. 1 horelore. lhoro can bo no assurance !hal I he Company 

will compete successfully in these marl<eiJ, 

In tho marl<ll lor voice proceSSing P' oloc:atrons. including YOiee mall tho Company 
competes 81j8rnst Centigram Communlea'lons Jrporaoon ("Centigram'), Octal Communac:abons 

Corporatron ("Oc:ttfl, AdNe Voice Corponuron ("Actrve VOICe'), Appf.od Voo:e Technology, Inc 

r A vr) and otMr compeUtors. lncludln" telephone systems manufacturers such as Lucent 

Technologres. NorTel and ROLM. which oHer Integrated voice processing syslems under !herr 

own label as well os lhrough varioos OEM atr11"~tmenta. CertDJn ollhe Compants competrlors 

may acnl& marltotlng advantages by tJndlrt lhelr voice processmg equlpmenl wi th sales ol 

leleph.:>ne sys1ams. or by doslgn'"lllhelr ~lapho11o syslems so !hal !hey do not roadrly Integrate 
w•lh rndepandenl voice processing sy~tems lntor· Tel eapects that lho dovolopmenl ol lnduSify 

standards and 1ho acceptance ol open sys.lems erchltoclures In Ilia IIOICa t~roeesslng marl<ol W•ll 

reduce lachnrc:al barrlt111 to maricol enlry and toad lo lnc:rea.sed compelloon 

In the market lor long doslanet servtc:es. the Company competes aga1n11 AT 6 T COil> . MCI 

TelecommunicatiOns Ccxpora!lon. SpMI Cotporatlon and Oilier supplle111. certain 01 wf\JCh also 

supply the long drsl4nee c:a11in1J and networlc seMcas the! the Company resells Allnougtl lnt 

Company ncqurres a vatlely ot long ditlenc:e c:allrng services in bulk lrom eenaln long drstance 

ca•ners. !here can be no assurance Inti tho Company W1U be able to purcne .. long dJSian<:e 

callrng services on lnvorabfe torrns from one Of more 01 such prOVIders In lhe lulure In addrllon, a 

substanl lal maJorily of prospective new long rl11tnnca cuslomers lor lhn Company currently 

purchase long distance coning services from I he Company's compoUtors . The Company believes 

!hal rtls hkely to taco Increased competrtlon In lhe long distance ca!Hng services marl<el es a result 

ol tolecommunlcallona deregulation, which onabfes RBOCs 10 supply long drstance C4llrng and 

network services, and enables RBOCs and others to bundle long distance, local ltlephono end 

Wireless service a Mofeover. the Company tf!PeCU to lace lncteaaod c:ompelltlon In tho future 

because low tochnlcal betrlers to entry W1l allow new marl<el entrants 

A5 lnter·Tel <MveiOps more server.O.sed and CTI lelecommunlcaoons producu. Inter

Tel's competition writ be tho large comp<.aer sofTware companies, auch as IBM (Lolus). and 

M•crosolt. '"' addotion, the sorver-besod telephony and CTI markell hove shown •ncreasing 

compohtlon I rom small sofTware sUlrt·up companies. 

Many ollhe Company's competitors. a•e •ubstantlally larger, and havo slgnilleanlly grea1er 

hnanclal and tochnlc:&J resources. name roeognltion and marttetlng end distribution e.pai>Wtles. 

!han !he Company. The Company expects thai c:ompetHJon WID c:onllnue to be Inion .. In lho 

marl<ets addressed by ita products and services, and there can be no assurance lntt lhe 
Company Will be able to c:ompele suoceutuDy In the future. 

The growth In the Company's business has placed, and J.S expected to cononue 10 place. a 

slgnllic:ant strain on the Company's peqonnol. management and other roiO\Irces The 

IS 



Companys abitoty to m-ae any lu1ure growl" eH r.tivoly Will rc<A ot to DnraC1. traon mot1va1e 

and manage new emplo.,...a aucoesslully. 10 1r e9 o!L new empiO~s 1nlo oiS ovor0\11 operatoons 

and to continue to lmprvv. Ill operational, financ .. l 4nd mana94Jmentlnformauon sy11oms 

The Company Implemented a new MIS syslem late In 1!X'5 The MIS system Signl:hcanuy • 

alloetod many aspOCia ol the Company's buaoneu. ineludong 11S accounhng , <:-:>eratoons. 

purchasing, sales end mat1cellng tunctJons Since the dale ol lmplemen:ouon, lhO Company has 

oxperioncod dlftiw11y with lhe new MIS ayslem sollwaro. which lncreued !he Company's. costs. 

had on adverse eltecl on lho CompanY's ablloty 10 prov1do prOducts and $01VICOS co lis customers 

on a timely buit and caused delays in coordlnoclng acoounHng or>d llnanclnl results Ounng lho 

IOUM quarter or 1996. lho Company delermonod !hal tho limotauons or thO Oxlstong ayslom 

solrware would prevent lntor· Tel I rom establishing an Integra led and centraliZed dlspalch and 

tale mat1cetlng cenler. 

During the fourth quatter of t996. the <.;.~mpany decoded to repl4co ''' MIS system 
software with an onltgrelad solution from a more oatabhshod vendor and KCOtd1ng1y hBs v.rmen 

oft the sollwate license and lmplemenlahon coscs rolallllg to tho sysccm so1twa10 boong replaced 

lntor·Tel hns signed on agrotmonl with a 14T~. etlablithed sollwaro and dolabose vendOr co 

lmplemonc. rt'l\lntoin and suppott altemaco Ml • 110m acllware to be ut11izod lhroughout the 

Company. ln:6o·Tel botloves chal such aellon wAs .. ~cosury 10 allow tor tho stoblllly and growtn 

ollncer-Tel. 

The ac:tloM to replace the MIS system sottwote could reauft on addltoonal COils and probable 

delays In Obtaining a fully rvnctlonaJ MIS syscem. inctudong but not lom•ted to additiOnal or altomate 

hardware and sollwart requutd. but not avaolable In fht current system contl{lurahon. and 

addltoonal personnel, whiCh could have a matonal actveru elfect on tho companY's buSiness and 

operating resulta. In adcl1tlon, omplemoncauon ol INS system sollwaro and tno transuoon from the 

current system aoftware to tho new mlormat>on 'ystom IOftwero wm roqwo sub5tanllal lln40C~<ll 

resources and personnel 

Tho Company hat moelo atrolegoc ocquls .. .ons on lho past and expaCis to contmue to dO $0 

in IIlio future. Acqulsltlona require a aign1IJQ!nt amount of tho CompanY's managomonl of'lontion 

and llnonclal and operatioN! rosourcea. all ol which are limijod. The lntogratiOn ol acquire<: 

onlitloa may ol60 result In unexpoeled CO$tS and dllruptlons, and Slgnrt~ant lluC1uatlons 1n, or 

reduced pntdlcUbillty ol, operallng resutts lrom periOd to periOd There can bo no auuranco thai 

an acquisition WIR not adveraety alftcl the bu&lflou rtlallonlhlps ot the Company or tho acqwod 

ontrry wtth their raspectivll auppljera or customera Futthar, thtre can be no anuronco lhal the 

Company will auccessluDy lnlegrote tho acquued operaloons or adll•ve any ol ;:-oe Intended 

benefils of an acqulaillon The Company's fallu1o 10 manage 1ta growth eNOCiiVoty could have a 
macenal advoru effect on or. buSlnUS and operotong reaulla 

Product PrortiCIIOn and /n/rfngomonl 

Tho Company-a tuturo aucceu Is dependor• 1 pari upon ita p1oprlotary tochnoiOirf. Tho 

Company hu no petenta and ratios princjpelty on copynght and lrado secret taw end contractual 

p!Oitislons to protect ltalntenectl.lll propetty. The10 can be no assurance that any copynght owned 

by tho Company will not be InValidated, c:ltCUt'IWentod Of challenged Of !Mt the rlgf\11 granlod 

the,.under will pnMcjo compelillve advancagu to the Company Further, there can be no 

auuronce Chat Olhera 1041 not de\alop technOlogies thai are &ltnllar or superior to lhe Company-a 

technology or !hot duplicala tht ~~technology 
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As tho Company expands 11s lntemallon&J operaU:::s. elfocllvo onleiiOCiulll property 

protection may be unavaUable or tlmlled in c:et1aln foreign countries Thoro can be no a55urance 
that the steps taXon by the Company W111 provonl mlsapproprla!.on of lit tochnaloQy L1llga11on 
may be necessary In the luluro to enforce the Companya lntollectual propeny rights. to protect the 
Company's trade socre ... to determine the validity and scope of tho proprietary rights ol others. or 
10 defend against claims ol Infringement or invalldrty. Such Uligavon or delays In ~roouc1 
lntroductlons or decisions to dlsa>nlinue development, manufacture or sale ol such products. 
c:ould rosun In substantial c:os .. and ooversion of resources and c:ouki have a matenal adVerse 
eHect on the Company's business end O!lOta l1ng rosultS. 

Raliance on DeiJ/er Natworlt 

A substanllal portion of the Compoi!ny s not solos aro made through liS netwOrk ol 
inde~ndont dealers. The oompany laces ontonse compototlon from other telephone system and 
voico procassing system manulacturers foo su · ~ :loalers· business. as moll of the Company-s 
dealers carry produc:ta whiCh compete w111. lh . Company's p100ucts The Company has no 
exclusive agroomonls with any of Its dealers. The loss ol any sign1ficanl dealer or group or 
dealers. or any event or eondnlon advertefy aff&cling the Company's dealer natwor11, could havo o 
marortal advoru effect on lho Companys bu•lneu and operating ruulls. 

Rl6ks ol Ptovldlng Long 0/srance and Network S~rv;ces 

lnlor·Tel depends on a reliable supply of totoc:ommunicatoons ser,ICes and 1nlormo110n 
ltom sovoraltong distance carriers. Because 11 does not own 1rensm1ssoon laclltllos. !he Company 
roloes on long dl$1anee carriers lor lhe provlsoon of nerworll sorv>eos 10 lho Comp4tly's cusromorr. 
and tor billing Information Long dlsranco sorvoeos are sulliOc:t 10 o•tonslvo and unconaoro 
govemmenral regulation on both tho federal .•'>d stale revel Thoro can bo no usuranco tnal tho 
promulgation of cor1Ain regulations will not adversely arfect the Companys b~slnoss and opera long 
r&sulls. Contracts W11h tho long distance c:erriens l rom wllleh tho Company currenlll' ros'llls 
services rypiceDy havo o munl·yoar rerm In which tho Companys prices are rolal~:oly ll xed and 
have minimum use requiromonl5. Thore c:an bo no assurance that tho Company will meet 
m lnlmum use commhments. will bo able to negotiate lower rates with earners In rho event of ony 
decrease In and user rates or will bo able to oxtond its contracts with long dislanc:o carriers ar 
pncu lavomb!o 10 lho Comp1~y Tile Compaoyl abfl•ty to coniJnuo 10 o~pil!ld Its rong odtfl&f!co 
service operations will depend on Its abll1ty to continuo to soteuro reliable long dlsranco services 
loom a number of long dlstanc:e carriers and tho woll1ngnoss ol such ca1rfers 10 conllnue 10 make 
telecommunications services and btu1ng informalion available 10 lhe Company on favorable terms 

Oependenco on Key Personnt!l 

Tho Comp4fly Is dependent on lhe continued sorvlco ol. Bnd1!4 ablhty to anract and rotaln. 
qualiflod technical. mar1ceting, salol and managerial personnel. Tho compe~tJon lor such 
personnel ~ lntonN. and the loss of any of such ;>orsons. as well as the failure 10 recruit aekf11lonal 
k&y technical and ules personnolllla tlmoly man:.or, would have a tnlllorial adVerse olfecf on th& 
Companys buslneu and operating resulta. l'hore can be no Bllurance lhaltho Company will be 
oble to continuo 10 anract and reiAin tho qualified poraonnal necuaary lor lho devolopmonr ol 111 
buslnesa. 

Possible Volatility ol Stock Prla 

Tilt Coolpany believes that laclors &uell a& tllnounoemenl& of dovelopmeniJ relattno 
10 tho Companys business. fluctuations In tho Company's operating results, general c:ond~lons in 



• • 
the lalocommunlcolions lnduslry or lhe worldwide economy, changes on leglslaiJQn or regulaloon • 
att&CIJng the ttleccmmunieallons Industry. an oulbreak ol hoslllllles. a shortfall In revenue or 
e amlngs from securllles enaly1lts' expectations. announcemonls of lechnoiOijicallnno.,aloons or 
now products or enhancemenls by lhe Company or Its cornpohlors. developmenls In 1111e11ectual 
property rlghiS and developmenls In the Co<r.pany's relallonshlps with its cus1omors ~~nd suppliers 
could cause lhe prir..e ol tho Company'• Common Slock IO lluctualo, perhaps subsUtntoaJJy. Many 
ol such factors are beyond the Company's CO<IIroL In addition. In rocenl years the slock marl<el '" 
generaJ. and the market lor 5hares ol lecht>Oiogy slacks in particular. have experienced oxueme 
price lluctuatlons, which have ohen boon unrclaled 10 lhe operoling per1ormance of atlected 
companies, There oan be no assurance lha• lhe markol proce of the Company's Common Slock 
will nol uxptr!ence slgniflcanl fluctuallons on 1 1.~ roro, ncludong lluclunloons lhal are unr.elalod 10 
lhe Company's per1otm81lCe. 

Ccncenrral/on of Ownership 

As of December 31, 1996, lho Company's Chflirmdro ol oho Board ol O!tector5 and Chief E•ecuuve 
Otlocer bgneliclelly owned ;Jpproxlmaloly 21 ~. of one ourslnndong 5/laros of lhe Common Slock 
As a resull. he hu lhe ability lo excrcrse signillcanl onfluence over aJI manors roquonng 
shareholder approval. In addition, lhe cono:enlrntlon of ownership could have the effect or 
dol11ying or preventing a chango In control of lhe Company. 

DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 

Name ~ Posiloon 

Sleven G. MlhoyiO 53 Chairman ollho Board ol 
Directors and Chief 
Executrve Otlocer 

Thomas C. P&lbe 42 Presldenl and Chlel 
Operating Otllcer 

Ctlllg W. Raur:hle 41 Execu1lve VIce President 
Ro,ss McAlpine 45 Pres.ldont of In lor-Tel 

Leasing, Inc. 
Kun R. Kneip J.4 Vlcll Prosklonl, Chief 

Flnandal Otllcer. Secro1ary 
ar.d Asslstanl Treasurer 

J . Aobon Anderson 60 Director 
Ga,ry Edens 55 Ofrector 
Maurice H. Eaperselh 71 Director 
C. Roland Haden 56 Director 
Norman Stout 39 Oirecior 

MR. MIHAYLO. tho founder of lhe Company. has served as Chairman o1 lhe Board ol 
Olrectora ollhe Company since Seplembor rae· •. dS Prnldentlrom March 1084 unlll December 
1994, and as Chief Executive Otllcer of 111e Company since Ita IO<mallon In July t969. Mr 
Mlhayto also served as Pro$ldenl of the Company from July 1969 until Seplembor 1983 and as 
Chairman of the Bean:! of Dlrectora from July 1969 10 Oclober 1982 Mr. MlheyiO alSo Is a 
dlrec:ror or MlcroAgo. Inc:. and Mlc:rolut. Inc. 

MR. PARISE was elected President ollhe Company In December 199<4 He hAS been 

• 

Senior VIce Prealdenl of !he Company slnc:e 1988. He Is also Ptes.ldenl of lnler·Tel lnlegralod • 
Services. Inc • a wholly owned research and development, manutactunng and dlslr~butlon 
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aubsldoary of lhe Company. Mr. Partao jolnod lho Company tn 1981 a~ became Branch 

Gerwtral Man.ger ollha Pno.nox Olrtcl Sales Olflee In 1982 In 198:1. he ~me lhe Mounta•n 
Aeglonal 1/Q Pre~nt. and In January 1;115 he wu apj)Oinled Voce Pruldenl of Opo•AI'Ons an<l 

Sales Suppon. Mr. Parise alao Is a dlrot1or ol Globe Business Resources. Inc 

MR. RAUCHLf was elected Exec-.Jirve Voce Prosldenl tn December 1994 He hlad been 

Sonlor Vice Preaidenl ollhe Comp4ny ond conunuos os Pros•donl ottnler·Tol DalaCom. Inc . a 
wholly owned sales subsidJiry of lhe Comp1ny. In add•Uon. no currenuy servos lho 
Company and all subsidiaries rn corpora It •lraleglc plannong a~ margot~ and o cquoslhOtl5 
ocl lvlllea. Mr. Aauchlo joined lho c,.,mp. tin 1979 as Brancn Oonorot Manager or rno 
Denver Dlrocl Sales Office and In 1983 w;u ep,10ln1ed lhe Conlrat Roglon V1co Proatdonl ono 
subsequently lho Wutem RegiOnal Vico Prosldonl From 199010 1992. Mr Aauchle urved as 
Proaldonl of lnler·Tel Communicellons. Inc. 

M r. MCALPINE has served d! Prt Jenl of Inter· Tar Leas•ng. Inc. a ~'<hOIJy-o.,nod 

substJiary of lhe Con1pany. 11nce Apnl 93 He alao served as Voce Prealdenl ot lnler·Tol 
Communications. Inc. from Apnl 1991 10 Apnt19112 a~ Treasurer s.nce Apnt 1992 He Jo•nod 1no 

Company In July 1991 when lllttr·Tel atqwred TelecOIM'Iun.c:3tiOIIS Spacaat.siS Inc Pnor r 

jo.nlng lnler·Tol. Mr. McAlp.ne wor1ced 17 y 3ars 1n 1he leas•ng ano llnancual serv>Cos on<luW't ~·r 
Mc:Aiplne hOlds an undergraduale degree In AccCXlnlltlg from Soulhv.eSI Ta•os S1o1o U11•vors•1v 

MR. KNEIP has servoo as VICe PIOSJdonl 0110 Cn1el F.nanc1al Off.cor ol IM CompanJ 
aince Seplembor 1993 Ho was oleclod SecreiO'Y and Troasuror In Oclobor 1994 In May 1996 
he wu elected Asslstanl TreASurer. •~ Jonn Abbon was oiOCied Treasurer He ,Orned lho 
Company In May 1992 as Drree1or ol CorporOio T u . a her seven years woth lllo accounr•ng form 
of Ernal & Young. Mr. Kneip Is a Con•llod Public Accounlant. and holds on undorgrodualo 
degroe In Commercial Economics from Snuth Dakota Stale Urnvorslly and o Maslors 
Oogree In Proltssional Accountancy from .he UnrvorSIIy ol South Dakolo 

MR. ANDERSON was elected u o dlroCior ol 111o Company on February 1 997 Mr 
Anderson wor1ced for Ford Motor CompMlf from 1963 to 1983. serving from 1978 10 1983 as 
President of tho Ford Molor La~ Oevetopmenl Corporallon. Ho served as Sen•or Vice Prosldonl 
CFO end a member of lhe Board of Dlree1ors of The Firestone Tire and Rubbo• CompMy hom 
1983 10 1989, and as V~ CIYl/11\1!1 ol Bf>Ogtl'lona!Forellone Inc hom 1989 lhrou11n f991 He 

most recently Mrved as Voce Chaltmln . CFO an<l a member ol lhe Board ol Duee1ors ol the 
Grumman Corpotabon from IIIII 1 10 1 1194 Mr A~orson Is cunontly seml·rellred. a~ he IS an 

IICtrvo toa<H· 111 various bu..,.sa. eMC end phllanthropoc organuatiOnS 

MR. EDENS wu elected as a director of the Company'" Oclober 1994 He has boon o 

broadcasllnO media niCUilve from 11170 10 1 "'*"· seMng as Cnarrman and Chief Execulrve 
0H1cor of Edens Broadc:uling,lnc hom 1964 to 1994 when 111111 COIJ)O(allon's none radoo atalions 
woro sold. He presonlly Is President ol Tho Hanover Companies. Inc .. on fnvealmenl l1rrn Ho 11 

on acllve leader In various bu~lneas, civiC aNI phllanlhroplc orgonlullona 

MR. ESPERSETM has boen n dlroc.or of lho Company Iince Oclobor 1986 Mr 
Esperaolh jolnod the Company In January 1983 as Senior VIce Preaident·Resoarch o~ 
Developmenl. after a 32·y .. r career wilh OTE, end urved u Exec:t11rve Vice Preal.:lent ol 
l'nlor·Tol f rom 19861o 1;ea. Mr. Esperselh refired at an offocerof the Company on Decomber31. 
1989 . 

DR. HADEN has bun a dlrtciO< or l he Company line. 1983 Or Hadtn has been Voce 
Chancellor and Dean of Engineering ol T exaa A&M Unlverslly sinca 1993. PreV>Oualy. no 

·~ 



• • 
served as Vice Chancellor ol LooislaM Slato Unrvorsoly from 1091 to 1993. OeM of tho • 
College ol Engineering and Applied Sciences ol Arlzono Stale Unrversoty lt.:.m 1989 10 1991, 
lllce Prosldenl lor Acedemic Affairs al Ariz:ona Slalo Unlversoty from 1987 ro 1988. and Dean 
o l the College ol Engineering and Applied Sciences from 1978 to 1987. Or. Haden holds a 
doctoral degroe In EleelrtcaJ Engineering from the Unlveralty of Texas ond has serve-d on lhe 
lacullies of tho University of Oklahoma and Texas A & M Unlversrty. 

MR. STOUT was elected a dlroelor ollhe Company In October 19!14. Mr. Stool i'las been 
President of Supet111e Block. a manufacturer of c" ncre1e block since Fobn .. ,ry t 993. Prior !hereto 
h e was empiO'f&d by Boohem-Fields. Inc . of Oa 1, TeJns. a manufacturer ot crushed s1ono. as 
Chief EJCecutiVe Olficor from 1990 to 1993 ano .s Chlul Flnanc041 Officer from 1986 to 1990 
P reviously. Mr. S1out was a Certified Publoc Accou11tant w~h Coopers & Lybrand. 

The Board ol Olroclors has an Aud•t Commliioo and a Compensation Co mmo!!eo 
The Audit Comminoe, consisting of Directors /' • Jrson. Slout and Esperseth, Is charged w11h 
reviewing tt •• ':ompnny's annual audtl and moe Nllh tho CompMy's lndependenl aud•lors 10 

review tho Company's Internal controls and li:nancoal management pracllces. Tho Comp.onsallon 
Commiltee, conalstlng ol Messrs. Espeflelh , Edens and SIOul. recommends 10 the B onrd of 
Directors compenutlon lor the Company's key employees and administers lhe Company's stock 
option plans. 

ITEM 2 . PROPERTIES 

The Company maintains its corporalo headquarters ot t 20 North 44th Slreot. Su110 200. 
Phoenix, Ariz:ona pursuant to a laue thai ol<()lros In 2000 It also maintains •ts distribution and 
suppon operations In an 85.000 $11UBre toot bulldong loc:el&d In Chandler. Arizona purst.>anl to a • 
lease that expires In 2008. In addrllon. the Company looses sales and suppon offices In e total ol 
29 dlrect sales otfiCos In the Unite-d States ana two locations ovonseas. Tho Company's 
aggregate mo'llhfy payments under !hUt~ roues are currenUy $239.092. Tho Company 
believes that Its exlstlng tacllities are adoquale to meet Its current nee-ds and that additional or 
altomalive space will be available as necessary In the futuro on commerciaUy reasonable terms 

ITiEM 3. LEGAL PROCEEDINGS 

The Company has no legal proceedings '" process or pend1ng tor which It bolteves an 
unfavorable outcome woold have e matenal adverso lmpacl on lhe ltnanclal poslllon ol lhe 
Company. 

ITEM 4. SUBMISSION OF MATTEJ'IS TO A VOTE OF SECURITY HOLDERS 

None. 
PART II 

ITEM 5. MARKET FOR 'OlE REGISTRANTS COMMON STOCK AND 
RELATED STOCKHOLDER MATTERA 

The lnlormatlon require-d by this Item Is Incorporate-d by reference to Exhibit 13 0 and 
Pege 38 ol the Company's 1996 Annual Repor1lo Shareholders . 

• 
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ITEM 8. SELECTED FINANCIAL DATA 

The lnformallon required by this ltom IS •n<:orporatod by rolerence to Eantbll 13 0 ana 

Page t 8 of the Company'• t 996 Annual Report to Shareholders. 

ITEM 7. MANAGEMEHT'S DISCUSSION AND ANALYSIS OF ANANCIAL 

CONDmON AND RESULTS OF OPERA nONS 

The information reqwed by 1hts ltom I~ lncorporaled by rolorence to E•htbll 13.0 and 

P•gH 30 l/lrough 37 ollhe Company•· t996 ' nnual Report 10 Sharel!oi<Uirs 

ITEM 8. FIIIANCIAL STATEMENTS AND SUPPLEMENTARY OATA 

Tho information required by this tram 14 ineorpotaled by roferonce 10 Erhlt)11 13 0 and 

P"!l"'' 19~/~rough 29 ollhe Compatty t t996 Attnual Repon to Shareholders 

ITEM 9. CHANGES IN AND DISAGREEMENT!.. Wntt ACCOUNTANTS ON 

ACCOUNTING AND FINANCIAL DISCLOSURE 

Not applluble. 

PART Ill 

Conaln lttlonnatlon requ11ed by Pan Ill Ia 01nrt1ed from thJs report In that lho Regtslranl 

,.,n hit a dehnmve proxy s1atemont pursuant to RogulatJO<I 14A (tilt 'Pro•y Statement'! not 

toter than 120 days ahor the ond of tho ftscal year covered by thiS Rtpot1, and tno mformatiOil 

•nc:tuded therein Is lttcorporated heretn by referenc.o 

ITEM tO. DIRECTORS AND EXECUTIVE OFFICEI'IS OF THE REGISTRANT 

lnlormatloO Wlth respect to directors ond nocuuvo otltcors Ia lnctudod nt tne ond or 

Part t. Item I on Pages 18 to 20 of thl5 report under tho copUon 'Directors Md 

Executive Ol!lcert olthe Registrant • 

ITEM II . EXECUnVE COMPENSATION 

The lniOITIUitlon requ'red by !Ills nom rs l~rporatod by reloronco to Pages 8 to 11 

ol lho Companys Proxy Statement rotating to ols t997 Annual Mooting ot 

Snareholde,. 

ITEM 12. SECURITY OWNERSHIP OF CER:TAIN BENEFICIAL OWNERS AND 

MANAQEMEHT 

Tho onlonNtlon required by tllos hem Is incofliC)faled by rolorenco to Pag01 5 and 6 ol 

the Compeny'a Proxy Statement. 

ITEM 13. CERTAIN AELAnONSHIPS AND RELATED TRANSACnoNS 

Not epptlcable 

lt 
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PART IV 

ITIEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS 

ONFORMI-K 

(a) The loDowlng documents ore filed a' part ol tnos Repon 

t . Financial Statement• 

Tho foii>7Mng consolidated fonatlCIIll statem ... ts c oNtr·lol. t~~otpOtated and 

subsidiaries, aro lncofl)Oratod by roteronee co E•hobot 13 0 ana Pogos 19 to 29 olthe 

Cornp4ny's Annual Repon 

Repor. or Emtt & Young LLP. lndopondon• • •. ;lot?IS 

Consolidated balance sneeta .. Decomber 3 '· t99b and 1995 

Consolodated statements ollncomo··yeers ended Ooeembet :l t . t996 

1995 and t994 

Consolidated statements o1 anaronolders' eqully .. yoMs onoed December 

3t , t996, t~5 and 1994 

Consolidated statements ol caan fiOW1 .. yeora ended Oecemoer 3t , 

t996, t~ and 1994 

Nocea to consolidated financial statements 

2. Financial Statement Schadulea 

The following consolidated lrnanaal slat•ment schedule oflntor· Tot. lncotpotated. ana 

sub~s Is f iled as pan ol thil Re~pon and should be rend In contuncuon wnn. the 

Consolidated FlnanclaJ Statement$ ollnter· Tel, lncotpotated and subsldlanes. and cno 

notal thoreto. 

~Ia 101 the tnreG years ended December 31 . t996 
Paoe No 

Schedula tt .. Vatuatlor> and Oua~¥n\1 A-:countl 27 

Schedutes no! listed above n.avo been omlned because lhey aro no1 apptleable 01 llle not 

required or the lnlormatlor> required to be H I tonh therein os InCluded In 1111 Consolidated 

Flnanelal Statamenta 01 110111 thereto 

3 . Elthlbl ta 

3.1(10) 

3 2(18) 

10.15(1) 

Arllclea ollncotpotaUOn. as amended. 

By·Lawa. • • amended 

Regittrenl't tonn ot atandard Ooalribul01 Aorument 

• 

• 
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10.16(1) Reglsl~anl's lorm ol standard Servlce Agreement. 

1 0.34(2) 1984 l:ncentNo Stock Option Plan ond forms of Stock Option 
Agreement. 

t 0.35(3) Agreement between Aoglstrnnt and Samsung SemJconductor 
ond Tolocommunlcatlons Company. Lid. dated October 17. 
1984. 

10.37(3) Tax Deferred Savings 0 :an. 

10.51(11) 1990 Diloctors' Stock Ophon Plan and torm or Stock 
Option Agreement. 

10.52(15) 

10.53(12) 

10.54(12) 

10.55(12) 

10.56( 13) 

10.57(14) 

10.58(16) 

Inter· Tel, Incorporated r ong·Torm tnecn1rvo Plan and forms or Stock Ophon 
Agreements. 

Agreem.enr between Aogistrnnr and Maxon Systems. Inc 
dated Februal) 27, 199?. 

Agreement between Roglsrranr and \/allan Tempe 
Electronics Center doled February 26, 1991. 

Agreement bGtwoen Roglslronl ond Jolcrown tnduslrlal 
Lid. dared February 18. 1993 

Loan and Secunty Agroomonr dated Decem~r 16. 1994 
between Bank One. Anzona, N.A. and Rogostront 

Oevelopm.enr. Supply and License Agroomonl between Registrant and 
OUALCOMM doled January 17. 1996 

(1) Pr8V10Usly l~od wkh Aegrstranrs RegistratiOn Statement on Form S·t (File No. 2·70437) 

(2) Prev>ouaty filed wrth Ao11111rnnra Roglatrollon Sraromonr on Fonn S·B (Foro No 2·94805) 

(3) Proviou51y I lied wllh A8glatrant'a Annual Ropon on Form 1 O.K lor I he year ended November 
30. t964 (Fila No. 0·102 t t). 

(10) Previously filed with Al'glarranl's Annual Rctpor1 on Form IO·K tor lho year ondod 
Ooumbor 31, 1988 (Flla No. 0.10211). 

(11) Previously IUed wi!t1 Registranra Registration Sllllomont on Form S-6 (Filet No 33-40353). 

(12) Previously filed with Reglstranra Reljlatralion Sraremonr on Form S·l (Frio No. 33·70054) 

(13) Previously filed wnh Roglstranra Roolstratlon SIAlomont on Form S-a (File No. 33·73620) . 
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(14) Previously IUo<l with Registranrs Annual Aepon on Form IO·K lot the yo&' ?n<!ed December 

31 , t994 (File No. 0.10211). • 

(t5) Ptoviously lilo<l with Registtanl's Proxy Statement dated M arch 23, 1994 

(16) Previously filed w~h Roglstranl's Annual Report on Form IO·K lot tho y03r on<lcd Oecembet 

31. 1995 (File No. 0.10211 ). 

( 17) Fried hetOWIIh, except as notod 

(b) Ropor1s on FO<m B·K. 

Nona. 

(c) Exhlbits. 

11.1 3tatement ro Computation ol P ot '•are Earntngs. (Pogo 28) 

13.0 Excerpt$ from Annuol Ropor11o <;ecurtty Holders (not onachod hetoW1th. o copy 
of the excerpts ol tho Compon)''s Annual RoporltO Socunty HOider5 was It ted 
w~h the Securities an<! Exchange Commossron and a complete copy ol tho 
Annual Reporl ls available upon request by wnllng 10 Shareholder Rolationr., 
Inter· Tel, lnoorporato<l, 120 N • .44th Stroot, Surto 200. Phoenix, Anzona 85034) 

23.0 Consent of Independent Audrtc>rs. (Page 29) 

24.1 Power ol AttO<noy. (Page 26) 

See Item 14(a) (3) also. 

(d) Financlol Statement Schedules 

The response to this ponlon of Item 14 Is submtned as a separate 
s&dion ot this roporl See Item 8 

• 
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SIGNATURES 

Pursuanl to tho roq~.~lremenll or Section 13 or 15(d) of the Secunlles Exchange Act 
of 1934. the Registrant, Inter· Tel. lncorpora:ed, has ctuly caused tnis Report 10 be slonod on 
1ts behalf by the undersigned. thereunto duly authol!loct 

fNTEA·TE- INC'?RPOAATEO 

BY: ~ Stevon G. MjiJAxll! 
St&. on G. Mlhaylo 
Chairman and Chief Execull'IO Ort,c.or 

Dated: March 21 . 1997 

1S 
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EXHIBIT 24.1-POWER OF ATTORNEY 

KHOW All MEN BY THESE PRESENTS, that eech person wh05e llgnaturo 
oppeara below constllutu and appoints Stevt n G M.thaylo and Kur1 R Kneip, jointly on<l 
severally, hl1 attomeys-ln·IIC1, oath wftll tho power ol subsllMion. lor him In any and nlf 
capaeltlta, to sljjn any amendments to tills Repon on Form I O.K. and to toto tho aomo. 
with ulllbits thoret.o and other documents In connectoon therewrth. wrth tho SocuntiOS and 
Exthanoo Commission. horoby ratifying ana c .. •1frmong all that each ot said onornoys·1n· 
teet. or hiJ substitute or substitutes, may do 01 •. OJSO to be clone~, virtue hereof 

Purauant to 1110 roQUiremenll of tho Securities Exchange AC1 ol 1934. this Ropon 
has been algned below by the following person& O•> behalf ollho Aogostrant In tho C4pacotoes 
and on the datos indbtO<I. 

SkJOIIUC§ LllJ l2iiJI 
1~1 ~IRXaD g. M11!l1XJ2 Chalrll14n and Chief Marth 21 1997 
Steven G. Mohaylo Exewwo OH"or 

~tl5w!l B 15!!11111 Voee Prosoelont and March 21. 1997 
Kurt R. Kneip Chlot Fononcial OffiCer 

lSi. .! Blltlg!l ,S(l!jgrson Ouoetor March 21. 1997 
J Robor1 Anderson 

!S£ Gllor: Q, !;siiiOI Director March 21. 1997 
Oory 0 . Edens 

!S£ Mlllolds<ll t:l, !;IRA!nltl Olroctor March 21.1997 
Maurice H. Esporaotll 

lSi. ' BR!aosa t;jadlo Director Match 2t . 1997 
C Roland He!Hn 

~ Nonnao ~Sill! OoreC1or Match 21. 1997 
Nom~an Stout 

l6 
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SCHEDULE II · VALUATION AND OUAUFYING ACCOUNTS 

r---~~~------~~~---~(lln~tM~va~,~~=~--~~~----~~~ 
COL A COL. B COL C COL D COl E 

ADDITIONS 
Ch&ro-c! Ch&ro-<' to 

Balance at to Other Charged to Datanco 

S.OI.,..;ng Costa & Account• Deductions at End ol 

DESCRIPTION of Ponod E•PII'NJ Oeocnbe Oeocnbe Penod 

Yoor ondod o.c.mt>er 31 , 1IIH 

Deducted lrom auet accounts: 
Allowanco for doc.lb'ful 

IICCOUnl$ c.) 
Allowance lor leuo 

accounts 
lnvenlory allowaneo (4) 

Year ended DeGember 31, 1H5 

Ooducted I rom aaset eccounta: 
Allowe nee lor doubtful 

account• (4) SJ...lA.I 
Allowa.-.ce lor lease 

accountt $.1...1J!l1 
Inventory allowance (4) $~ 

Year ended Docember 31, 11194 

DoductOd hom assor accounts: 
Allowa.nco lor doubH<•I 

ac:eo<Jnll ( 4) S Zllfl 
Allowance lor lea.so 

ac:counts 
Inventory ellowai"ICI (4) 

sw 
s.uaz 

Slli 

SZJ§ 
S:i§l 

(II Uncolloc:tlble accounca wnnen oil. nef ol rteovtMS. 
(2) Inventory wntten off. 

Sllili 

scwru 

$1!QSU3l 

(3) Rlld.uud betweon opp<OPrialo valuallon and qualily~ng accounts 

(4) Adjuated for poolong ol Florda Te~ Syatoms. 1.-.c 

(5) ACQu1ted In purd\aao ol NTl Co<porabon (dbl ComNot ot 01110) 

!l 

s.ww 
$lli!J 
$J.W 



• • 
EXHIBIT 11.1 

STATEMENT RE: COMPUTATION OF PI! A SHARE EARNINOS 

(In rnousands. except per share amounts) 

PRIMARY 

Avornge thorcs outslandong 

Nor etroc;r or dolutiVe arock oproonl·· 
baled on rne trauury 110CII ,.,hOd 
"'"'II average marker pnc:e 

TOTA L. 

N61 rncome pot share 

FULl. Y DILUTED 

Average aNres OYtStand.ng 

Ner aHac:t or doMIVe arock opCI()tlt·· 
bated on rho rreuury atoek merhOCI 
using rho year·end mart.et pnc:o. 
or higher !Nin rhe averago mert.el 
price 

Nat oncome 

Ner oncome per lhate 

TOTAL 

Yalrt End~ O.eember 31. 

1m .1.W 1m 

tt.528 t0.671 

ill 

12.890 11 528 10.671 

~ ~ ru 
.u.;w: l.Z.ll2! l.ll.!I!XI 

Si.QSZ $UJl!l ~ 

$Jill $.lJ s~ 

The Computa•oon ot Per Share Earnongt iOt d perl0d1 hal bean restated ro rell.ct the acquisrtlon 
ol Flonda T ~ Syatems. Inc on May 1996. accounted lOt as a poolong ollntorellt. In " ttrch 

• a.t931hate• ol common aroell were ruued 

• 

• 
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EXHIBIT 23.0-CONSI!NT OF ERNST 6 YOUNG LLP, INDEPENDENT AUDITORS 

We consent to tho lncorporaHon by roferon'o on pogo 21 In !hiS Annual Repon (Form 

IO·K) ol out repon elated February 28. 1997ln<:hxled In tho 1996 Annual Repon to Shl ' """'"t$ 

of Inter· Tot. lnccHpOrated. 

Our audit also Included tho financial 51atemonl Sdledulo of lntor·Tel. Incorporated 

lostod tn 11om 14(a) This schedule Is tho rur rSibol ry ot tho Companfs management Our 

responsobthry os 10 oxpresa an opinion bauO upon our audols In our opon10<1. the fonancoal 

atatemont schedule referred to abOve, when 'onslderod In relation 10 the buoc flnancoot 

slotoments taken aJ a whole. pruonta faJrty n all matonal respee1s tho lnlormallon act tonh 

lhoretl' 

W~ a lao consent 10 the tncorpora • .on Jy "Iorence In Rtglallaloon Sllttomon l (Form S· 

3 No. 33·58161), Roglatratlon 51alemonl (Form 5·3 fJo 3Hl 1437). Rogostratoon 5tatc:nont (Form 

S·3 No 333.01735), ). nl!glslration SUIIomcml (Form S·3 No 333·12433). Replsttallon Statement 

(Form 5·8 No. 2·94805), Registration 5tattmonl (Form 5·8 No 33-40353), one on 

Registration 51atomont (Form 5-8 No. 33·73820) ot our rapon dated February 28. 1997, wHh 

respect 10 the consolidated financial atalornenlalocorporalod herein by roteronco and our repon 

oncluded on lho preceding paragraph wrth respoe1 to tho fonanciaJ atatemenl schedule lnd udod 

in lhls Annual Aopon (Form 10.1<) of lnlor·Tel. lnc"PQratod 

Phoenix. Anzona 
March 21. 1997 

1$/ ERNST & YOUNG UP 
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UNITED STATES 

SECURmES AND EXCHANGE COMMISSION 
W81hlngton, D.C. 20549 

FORM 10.0 
QUARTERLY REPORT UNDER SECTION 13 OR 15(d} OF 

THE SECURmES EXCHANGE ACT OF 1934 

For the quarter ended 
March 31, 1997 

Commission File Number: 
0·10211 

INTER-TEL, INCORPORATED 

Incorporated In the State o f Arizona I .R.S. No. 86.0220994 

120 North 44th Street, Sult.e 200 
Phoenix, Arltono 85034-1822 

(602} 302·8900 

Common Stock 

(t2,958,463 shares outstar.ding as of March 3t, 1997) 

Indicate by checl< mark whether the registrant (1} has tiled all reports required to 
be filed by Section 13 or tS(d} of the Securities Exchango Act of t934 during tho 
preceding 12 months (or for such llh?rter porlods that tho roglstront was 
required to file such reports), and t2) has been subject to such filing 
roqulremonte for the past 90 days. Yes ..lL.. No _ 
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• PART I. FINANCIAL INFORMATION 

INTER-')"EL, INCORPORATED AND SUBSIDIARIES 

CONDENSED CONSOUDATED BALANCE SHEETS (Unaudltec..) 

(In thousands) MaN: 31, December 31, 
mi. jj2§ 

AS SETS 
CURRENT ASSETS 

Cash and oqulvalents $41,S.3 $38,936 
Accounls r'lCAlivable • ne1 29,568 29,998 
lnvonloriea 21,060 21,280 
Notlnvestmont ln n.Jes·leaua 10.~ 8,243 
Prepaid oxpenaet and other auell ...uzg 7.008 
TOTAL CURRENT ASSETS 109,287 105,465 

PROPERTY & EQUIPMENT 11 ,953 11,189 
OTHER ASSETS .l.UllZ 15 9:i7 

$135 11] $ 132 6Jl 

U A BIUTIES AND SHAREHOLDERS' EQUITY 
CURRENT LIABILITIES • Acc:ounls payable $ 7 ,922 $ 8.915 

Olher currentllabllitles illl!ii 18 841 
TOTAL CURRE.NT LIABILITIES 2U 86 25,756 

DEFERRED TAXES AND OTHER UABILITIES 12.805 11,921 
SHAREHOLDERS' EQUITY 

Common sleek 59,948 59,875 
Rotalnod eamlngs 36,134 35,484 
Eqully adjustment for forelon 
currt~ translation ~ .lilll 

97,579 94,980 
Lest rec:elvablo l rom Employee 

S!ocl< Ownership Trust IZll .....J.i§l 
TOTAL SHAREHOLDERS' EQUITY iUM 94,931 

$135 117 $13? 6 1] 

• 
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INTER· TEL, INCORPORATED AND SUBSIDIARIES 

CONDENSED CONSOUDATEO STATEMENTS OF INCOME (Untudlled) 

(In thousands, except 
per share amounts) 

NET SALES 
Cost ol sa.fes 
G.ROSS PROFIT 

Research & development 
Solffng, general. and administrative 

O PERATING INCOME 

lntelo$1 Alld otr.er lncotnll 
Interest expense 

INCOME BEFORE TAXES 
Income taxes 

NET INCOME 

NET INCOME PEA SHARE 

Average numbor or shares 
outstanding 

• 

Throo Months Enclocl 
h4a[tb 31. 1997 March 31 1996· 

$50,322 S42,213 
Zti5Z 22.lm 
22.170 19,312 

1,845 1,704 
~ .l.J.2.IKl 
17,897 14,904 

4,273 4,408 

223 446 
LZl {1l 

4,489 4,850 
.LAJ..a .l...&.SJ. 

Willi ~ 

Ull 

• 

• 
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• INTI:R-TEL,INCORPORATEO AND SUBSIDIARIES 

CONDENSED CONSOUOATEO STATEMENTS OF CASH FLOWS (Unaudited) 

• 

• 

(In thouaanda) 

OPERATING ACTIVITIES 
NET INCOME 
Adjustmonta to renect operating ac1Mllos. 

Oepreclallon and amortlzl~Uon 
Changes In opetatlng assets and liabltltlea 
Other 

NET CASH PROVIDED BY (USED IN) 
OPERATING ACTMTtES 

INVESTING ACTMTlES 
AddJIJons to ptoperty and equipment 
Cash used in acqutaltion 

NET CASH USED IN INVESTING 
ACTIVITIES 

FINANCING ACTIVITIES 
Proceeds from exercise or alocl< opllons 

NET CASH PROVIDED BY FINANCING 
ACTIVITIES 

INCREASEI(OECREASE) IN CASH 
AND EQUIVALENTS 

CASH AND EQUJVAL.EHTS AT 
BEGINNING OF PERIOD 

CASH AND EQUIVALENTS AT 
END OF PERIOD 

Three Mc.nt/ls Ended 
March 31, 1997 March 31 199§ 

s 2.670 $2.899 

1.069 921 
(166) (7.230) 
~ ..uaQ 

5.388 (1,280) 

(1,709) ( 1,597) 
!8251 __JJ 

(1 ,507) 

73 89 

2,907 (2,788) 

S3§852 
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INTER-TEL, INCORPORATED AND SUBSIDIARIES 

NO TES TO CONDENSED CONSOLIDATED• FINANCIAL STATEMENTS (Unaudited) 

March 31, 1997 

NOTE A-BASIS OF PRESENTATION 

Tho accompanying unaudllod c:ondonsed consolldalod lonanclal sta!oments hove been prepared 
In accordance with generally ace4pted accoun!lng principle& lor Interim financial lnlormo!lon nnd 
with the Instructions to Form 10-0 and Rule ! ()..()! ol Aogulllllon S·X. Accordingly. lhooy do no! 
lnclU<HI all ol tho lnlorma!lon and loo!notes roqulrod by generally nceop!od accoun!lng principles 
to-r complele financial statements. In the oplnlc·· or management, all adjustments (consls!ing ol 
normal rac.urring accruals) coosldered noceuaq tor a fair presentation ol tho results for !he 
ln1etlm potlods prosented havo been Included. Operadng results too the three months ondong 
March 31. 1997 are not necessarily Indicative of tho results !hal may be expoctod lor the year 
ended December 31, 1997. For further lnlormoUon. roler to tho eonsolloatod financial Jtalements 
and tootnotos thereto included In the Compa.nys annual reporl on Form tO·K lor tho year ondo<l 
Oec4mber 31, 1996. 

NOTE 8-INCOME PER SHARE 

Primary earnings per share assume that out standong common shares wore Increased by shares 

• 

Issuable upon the oJ<erdse ol all outstanding £lock optJons lo which mari<ol ptlco exceeds • 
exercise ptlco lass rmaros which could havo boon purchased with rolotod proceeds. 

In February 1997, tho Financial Accounting Standards Board Issued Stalomonl No 128. Enmlngs 
pt~r Share, which is roqulred to be adopled on December 3 1, 1997. Atlhelllme. lho Company will 
be required to change the method currently used 10 compute earnings por share and to restate all 
prior periods. Under the now requirements lor calculllllng primal'( earnings per shore, !he dilulivo 
etfect ol stock options will be excluded. The Impact Is expected to rosullln on increase in primary 
eemlngs per share for lho first quar1er ended March 31, 1997 and March 31, 1996 of $01 and 
S.r01 por aharo, mspecttvely. Tho lmplld or Statement 126 on tho calculolton ol fully dollltcd 
oamtngs per share for lhasa quar1ers Is not expoc~od 10 be mate11al. 

• 
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PART I. 

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 

Ovarvlew 

lntar·Tells a slngla po<nt ol contact. luiiiPtvtc. aofutloos Integrator prOVIding AXXESS nnd 
Axxont dlgibt bualna11 communlcalion platlorm• Axx•..sory Talk voice proeeulng plotlonna. cell 
proee$$ing end volca proeesslng 501tware aiO.tg with various OCher prod\Jctlvlry enhancmg 
software epptic:allonl, computer telephone lnlegrallon. end nerwork servlus end tong cllstance 
calling sarvlces, as waH u malntenenc:e. foaling end support services. The Company's Common 
Stocil Is quoted on the Nudaq National Market System under tho aymbui INTL 

This Report on Form 1 O.Q contains lorward·tooklng stalemonta Within the mooning of 
Section 27A ol tho SecuriUoa Act or 1933 end Section 21E or tho Securitlot E,xchango Actl or 
1934. Actual rosuht could dllfer materially rrom those proJected In tho rorward·looklng statements 

as a resutl of many risk factora. Including. without llmltatlOn. II\OU ut fottl\ ul\der •Faelots That 
May Allect Future Results Of Operallons" below. 

Rtaults of Oper111Jona 

Net sales lncreued 19 2% to $50.3 mil bon In the first quart or of 1997 I rom $42.2 milliOn In 
the first quarter ol 1 V98. Salta rrom direct aales vlflcta accounted lor appro•lmatoly $6 2 m•nlon 
ol the lnc,rease. while wholesale d!stribullon sales cocreased approximately $500,000. The 
remaining Increases occurred In long distance aafea and other operatiOns. 

The following table seta forth selected atatemonta ol Income data 01 a percentage ol not 
sa,tos: 

Net sales 
Cost ot sales 
Grosa proht 
ResearCh and development 
Soning. general and administrative 
Operating Income 
Interest end other Income 
Interest expense 
Income taxes 
Net Income 

Three months and yoor 
Ended March 3t, 

mz .1.l!ll§ 

IOOJ)% 
w 
<44.1 

3.7 
ill 

8.5 
0.4 
0.0 
u 
~ 

1000% 
w 
~5.7 

4.0 
a.u 
10 4 

t t 
00 
!.§ 
ll.i}i 

Groas profit for the lirat quarter ol 1997 lncreaH<I t~ 8% to $22.2 mllhon, or 4-4. t% ol ne1 
sales. rrom $19.3 million. or ~5.7% ol not aalea, In the flra1 quarter of t996 Gross margin 
decrea.sod slightly compared to the lirat quarter ot 1 QDe, but was higher than tho year ended 
December 31, 1996 groaa margin. The different aalea mix of products and aoNicoa, and sales 
through dlfforont dlatributlon Channels eaCh Impact the Company's groas margin. The Company 

roceived hlghor mfl!glno from lllltl ol AXXESS digital wmmunicatlon platforms, call process.lng 
software and voice proceaalng software. whiCh ware offaot by tower margins on &oles through 
dealer Chan~ls end aalta of long dl5tance ca.ttlng aervlua. 

1 
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Aoaellfth and dovoJoopmerll expenses for tho flrat qua nor of t 997 Increased 8.3% to S t .8 

million, or 3.7% of net aales, lrom $1.7 million, or 4.0% or nelaaJos. for tho fl r111 quanor of 1996 

This Increase was primarily aHrlbulabte to expenses relating to the continued dcr.otopmont ol tho 

AXXESS and lnter·Tel Ax •• :~t ::ltware and systems. un~led musoglng and volce processing 

soltware, lnler·Tei.Net and Vocai'Net server. and CTI applications The Company expee1s lhot 

research and development expenses w\U cont•nue to Increase In absolute dollars as lhe Company 

continue• to develop and~ exl$bng and .aw technologies and products. These expenses 

may vary, however. as a percenl4ge of net nlos 

Selling, general and admlnlatrntlve oxpanaes In tho flrat quanor ol t9971ncreased to $10 t 

million, or 31.9% ol net sales, I rom $ t 3.2 m!lllon, ()( 31 3% of net sales, In lha first quaner o l ti996 

This rollocted Increased aeltlng, lncentrvo, !Joining and othar compensatton costs attnbutablo to 

tha lncteeted salts tllrtiUQh the Company's dl"''r aalu offices. adc!UIOMI personnel to suppon 

the direct dealer netwo<k and expanded tong dl! ·~nee operatiOnS. and expenses assooated with 

tho axpel\llon of international operations. In addltl()(l, tha Company Increased Its sales and 

technical training staff, expanded its credit management groop an<l mado appropriate increases In 

reserves for accounta receivable. The Company expecte th.al eefllng, general ond admtnlatrotrvo 

expenaos will Increase In absolute dollar~~, bul may vary aa a percentage ol not aalea 

Other income in both periods consisted prlmarUy of Interest income and foroig.1 exchange 

rata gains and losses and ~ased In the first 0uantr of t 997 prtmanly duo to dttferenc:es In net 

f()(elgn exchange rate gaJI\J and losses. 

• 

N otlncomo lor the 11111 quanor of 1Q97 was $2.7 mlfbon ($.20 por ahoro), compared to not 

Income of $2.11 million ($.22 per ahare) lor tho r~rat quanor of 1996. a docroo&o of 7 9% • 

lnllatloniCurnancy Fluctuation 

Inflation and currency lluc:tuotlont have not previously had a matorlnllmpact on Inter-Tor& 

operatlons. tnlomallonal procurement agreements havo tJadttlonaJJy been donom10ated In U S 

currency. Moreover. a significant amount ol contract manufoctuMg has boon moved to domestic 

sources. The expansion ol lntemalion4J operations in liMI Unlled Ktngdom and Europe and 

anticipated Increased sales In Japan and Asia and olsowtlero could result In htghor intemallonal 

sales as a porc:ontage oltO!al revenues. but lntomatlonal revenues are curronlfy nol slg.~tr,eanl. 

Liquidity and Capital R .. ourc .. 

Tho Company con!Uiuea to expand ilJ dl•ect aalos off~c:es and dealer network. which ha) 

required and Is expected to continuo to roqo.dro wor1cmg capdat I()( lnc:roaJed accounll recervablo 

and inventories. During lhe firstlhroo months ol 1997, doaptta the expansion ol tha Company's 

sales channela, Including the Integration ol NTL Corporation, db.a ComNot of Ohio. whicl\ was 

acquired In November 1996. acc:ounll rtcelvllble and Inventories docroasod approximately 

$850,000. This deoroaso reffecta tho Company's moves to tighten credit on Its customers and to 

place atrk:ter controla on lnvont()(V purchaaoa. In oddnlon. tho Company' a eapltol expondtluroa 

totaled $1.7 m1Uion in tho IIIII quaner of 1997. Tho Company lntonda to continuo to meko 

slgnifiCIIII capl1aJ expenditures during 1997, prindpally rola!Uig to ltllprovomont olthe Company's 

managementinlonnatlon system• AI March 31. tlltl7, the Company hod $41 !I million In cash 

and oqulvalanll. whldl represonll an Increase of approxl!Nitely S2 9 m1thon from December 31. 

1996. 

• 
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• The Company has a loan agreement with Bonk One. At11ona. NA. which provides lor a 

$7.0 million, unsecured revoMng Uno ol credit Tho crodlt lacJIIty Is annually renewable and Is 

available through July 31, 1G97. Under tho credit locJiity, the Company has the opUon to borrow at 

a prima rata or adjusted UBOA Interest rate. The credit lecJilty Is bOI'Ig used primer1iy to support 

inl emallonel tetten1 of cradlt to auppllers. 

Outing tho third quarter of 1995, tho Company completed a secondary stock offering A 

portion ol the net proceeds from lhat offering have been used, and may continue to bo used, to 

finance stratogle ecqulsitlons or corporate ollia"C lS. In April, t997, tho Company announced a 

plan to repurchase up to 1,450,000 share~ of Its common stock, which may requlro algnltlcant 

outlays or available cash. 

The CornPIIIY olftll 10 Itt customers lease financing and other sorvtces. lndud1ng Its 
Totalea" program, 11\rough ita Inter-Tel L~uing subsidiary. The Company funds Its TotaJeue 

ptogram In part thtough lh4 ule to linandal instiMlona ol rental income streams under the leases 

ReSOld Totaleut nsnlals totaHng $75.8 mllllon and $68.0 mlHlon remain unbiUed at March 3t, 

t997 and December 31, 1996, respectively. Tho Company Is obligated to repurchase such 

Income s1roams In the event of delaulll by 101uo customera and, accordingly, maintains reserves 

based upon lou experience and past due accounts. Although the Company to date has boon 

able to resall tho rental streams from leases under the Totaleue program profitably .and on a 

substantially current bull, tho timing and profitability ol tease ras418$ could Impact the 

Company's bualness and operating resul!s, pal1lculatty In an environment of lluC1uating tntort51 

rates. II the Company Is required to rapur::lla.U rental streams and realize losus thereon In 

amounll exceeding It$ reservea, Its operaUng rasulta will be adversely affected 

• The Company beUevea that Its woric;rog capital and croc:lJt lac.JUiea Will bo aullicio nt to lund 

• 

purchases of capital equlpmonl, to finance cash acqulaltlons. and to repurchaao shares ol tho 

Company's common stock which lho Company may consider and to provide adequate working 

capital lor the foreseeable lulurt. However. to llle extent lhat add~l funds aro required In lho 

luluro to address wortdng capital needs and to provide tundlng tor capital expendlturos, expansion 

ol tho bualnue or ackflllonaJ aoqulaltlona, the Company wiU &Hk additional tlnanong There can 
bo no assurance lhal additional financing will be available when requkod or on acceptable lonna 

Factore Th at May Altect Raeulta of Future Operatlona 

In evaluatlng the Company'a bualneu. snaroholdors ahould carefully consldor the following 

factors In addltlon to lh4 other Information PK •onted In this Form 10.0. 

R8pld T~ ~and Oepondonco on New and Tlm6/y Product 
In IIIXIuct>Onl 

The market lor the Company's soltN:r~. products and services Is characterized by rapid 

technological chango and continuing demand lor now produC1S, leaturos and applications 

Cunonl compaUtora or new markot ontrants may develop new products or product foa·turos that 

could adveruly effect the competitive posltloo of the Company'• producta. AC<:lOrdlngly, 1he llmely 

inlroducUon ol new produC1a and product laaturoa, aa well na now taiKOmmunlcAIIono 

appllcatlona. will be a key lector In lh4 Company'a future auccus. O«aslonalty, now products 

contain undetected 811'01'1 or 'bug&' wn.n releaHd. SUCh buga may result from deleC1s contained 

In so1tw1re piOdud.l olftred by the Company's auppa.ra or other third parties lhat are 1ntended to 

bo compatible with tho Company'a products, over which the Company hat little or no control 

All hough the Company Htkl to minimize tho number ot buga In Ita product• by Ita leal proceduros 

ond strict quality 00111101. tl'lere can bo no assurance that Ks new products will be error f ree wnen 

y 
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,.,,~ Any slgnlflcant delay In 11\o commen:lal lnt10ducliofl ol the CompanY'• products cru. to • 
bugs, any design modlllcallons roqulred to correa bvgs 0< any Impairment ot customer 
Nllslaellon as a result ol bvg5 could have • material adverse elfea on tha CompanY'• bulinus 
and operating results. In addition, ntw piOducl$ olttn lake several months ~lore thoor 
manufacturing costs stabilize. wlllch may adveraely alftct aperattng resu~s roc a period ol trme 
following lntroductlOC1. 

During the put twelllo months. tho Company lntrod~ ISDN on rts AXXESS drgrtal 
communication platform. oxpandod tho slu .: tho AXXESS and Inter-Tot Alocent ptoHorms. 
Introduced o number of upgrades to lte oxl&llng AXXESSORY Tallc and IVX·SOO voice processing 
platforms and announced the Introduction ol tho Voc:ai'Not Server product tn tho ovo nt I hot tho 
Company were to lall to aucuulully Introduce now soltware. produeta or aoMcu or upgrades to 
Us o.latlng ayllems Of products on a regular end llmety basis. demand lor tho Compan)l's exlsllng 
soltware. products and setvk:os could docllno. •lhk:h could have a material adVerao oltoct on tho 
ComptnY', bualneas and aperatlng resulta. Add •. lonally. there can be no guaranty that future costs 
ol ac:uaalbirrty. lack ol ca.paclty or voice transmlulon qualdy ol the lntemot wdl not adVersely 
alfoct tho ability ol the Company to deliver all lntomol products and services on a cost elfedlvo 
balls. There can be no assurance thlt the Company wiU be able to succesllully develop new 
aoltware. products. setvlcea, technologlea and applic:allons on e timely besla as roqurred by 
changing market needs 0< thlt new soltware or products 0< enhancomenta thoroto, Including its 
rec.ntfy announced PfoduciS and upgradtla, whon Introduced by the Company. will achieve 
morllot acceptance. 

Tho Company has rocenlly developed and contlnuos to develop products designed to 
addreu the emerging market for the convergence of volca and data applJcatlons. or computer 
lolopllony lnlognulon. If 1110 ~ompvlor lolephQC1y Integration ("CTI') mlllltot lolls to dovolop or • 
grows more slowly than tho Company onUc.lpalos, or II thO Company Is unable lor any rooson to 
copltallz.o oo this emerging market opportunity, tho CompanY's buslnoas and operating rosulls 
could bo materially adversely L'fectod. 

Certain components uH<I In 11\o CompanY's digital communlutlon platforms. Including 
certain mk:topiOCessot~, lnlegralod clrcuita. power s.Jppties and IIOico procesSing lntetf- r;ards, 
ero currently evellable from a alnglt aoorco oc IUnhed sources ol supply. and product avallabildy 
coold be limited. In addtllon, the Company curr'lnlly manufactures ita productl througfl o lrmll~-:1 
number ol conll'aCI rnanul.aurera located In the Unrted Slates. 11\o Philippines and the People's 
Republic: of CNn«. Foreign manufacturing laolrues are sullied to changes In goo.rernmental 
polic:jea, lmpositlon of lalilfs and Import restrt.:IJons and olhor factOfl beyond tha Compaeya 
conllof. Varian Auoclates, Inc. ("Varian') currently manulldures a algnillr;ant ponJon ol tho 
Company'• products a1 Vartan·a Tempo. Arttooa laclllly. lnclud.ng substantlally au ol lho pnnted 
clrcult boards used In the AXXESS and lntor·Tet AlOiont dlg;tal communk:allOna ptotlorma From 
tJme to time, the Company hU Olf1)41rienced dct.ys In the supply ol components and llniShod 
gooda, and there can ~ no asau~ thll tho Company will not experience auch delays In tho 
future. The Compan)l'a reHance on lhlrd party manufacturora Involves a number of oddrtlonaJ 
"'"-· Including reduced conltol over dellllell)' .eheOuloa, quallly osaurance end coata Any delay 
In delivery or ahortage o1 aupply o1 components Of lllllshed goocn from Vat1an Of any other 
aupplltt, oc the CompanY'• lnabllny 10 develop In a timely manner altama!MI 0< addAJonal aoorces 
II and when required. could demage 11\o Company's relallonslups with amant and prospective 
customara and could materially and IMrMiy alfea lhe CompanY's bualnass and operating • 
re5Ulta. The Company has no long term agrHmente W1th Ita supphra that require the s.upp!Jera to 
provide fbted quanUIIes o1 component• Of lll'ltshed goocn at !iBt pncea Thare can be no 

10 
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assurance tl\allho Company wUI bo able to conllnue to obiAin eomponentJ or llnlstled goods In 
aulflclent quantities or quality or on favorable p~g and delivery terms In tho future 

C:ompelilion 

The marlcot lor the Company's digital communications platforms Is highly cornpotillve and 
In rocent periods hu b .. n characteriud by pricing preuures and bualneu ccniiOfklatlona Tho 
Company's competltorwlncludo Lucent TochnoloQlu and Nonham Tate<:om Limited ('NorTol"). aa 
wen as Comdlal Corporation rCorndlal1. EXEC• tTON': tntonnallon Sys1ams Inc: ('EJ!ecutono'), 
Mtlel Corporation rMJtll"), Panuonic, ~!Mne ~OLM Communlc:at~ons Inc: rROLM"). Toshiba 

and others. The Company a110 competea 1~1 the rtglonal Sell operallng oompaniea 

("ABOCS' ). which offer eyatems p~ by one or more of the alorementlonod oompetotors and 

atso o«er Centrex ayattma In whiGh cell proctNing tec:lhUoa are provkltd through oQIIlpmont 

located In tho telephone company's central oltfce. Competition by tho RBOCs may incteue 
slgnlflc:antly In tho future, 11 the RBOCs hlva totn granted tho r1ght to manufactute teiophol:~ 
avstoma and oqulpment themsetvoa and/or to bundle the aelo ol oqulpment with totophono calllng 
services. 

The Teloc:ommunleatlon Act of 1996 and AT&T'a announcamentto dMde 115ell Into three 
enterprises has had an Impact on competition In the c:ommunicalion Industry. The 
Teleeommunlcallo.o Act of 1~ opened tho marlcet lor telephone and cable lelevtalon se~s. 
fOtcing telephone c:ompanltl to open their no!WOrlcl to oompebtors and gMng c:onaumera a chok:e 

of local phone camera Conversely. local phone companies are now able to oHer long distance 
ae~s. In addrbOn, cable cornpanlos can now offer lelephono a.MCOs ar.d tntemet access. 
Thea. changes wtn lnctHM competition In the C'VNnunlcalion lnduatry and will cteate addi!lonal 
competition and opportunlUes In customer p11mlaa equipment u theaa new aeNices and 

interfaces become avalleble. M the Company enlora tho marllets lor IOcaltelcphono 60rvlce and 
lntomot accau, II win lac:o additional ccmpetltk.n lrom RBOCs and other providers. which havo 
Ia rgor marlcotlng and aalea organizations, algnlllcanlly greater financial and technlc:al resources 
and 11 larger and moll established customet base thin tt:o Company. In addition. RBOCs and 
oilier provtdora hive gr .. ter n.emo recognition, more oatablilhad positions In tho merlcu and lung 

s!J1nding relatlonlhlpa wtth customera. Ther eiOte. there can bo no aasuranco that tho Company 
W\11 compete suc:ceaalully In !h ... marlcets. 

ln the marlcet lot volc:e processing applications. Including voice mail. tho Company 
competes agalnel C.nllgrem Communications Corpotatlon ("Centlgram1. ~el Communications 
CorporaUon ('()clef"), ActJv. Voice Corporallon ('ActiVe Voice"). Applied Voice Technology, tnc:. 
('A VT1 and other oompe111orw. Including telephone 1~oms manufacturers such as Lucent 
TechnOlogies. Nor'Tol and ROLM, which offer Integrated vo4c:o procosalng aystoms under their 

own tabol as woll u lhiOUi)h var1oua OEM arrangemonta. Cottaln of the Company& compotltorJ 

may achieve marlcotlng advantages by bunc:lllng tholt votce processing equipment with aalos ol 
telephone syalema, or by dealgnlng their telephone aysterne ao that they do not readily Integrate 
woth lndopondanl volca proceaalog ayllama tn:or·Tol ••pacta that the develOpment ot Industry 
slandalds and the KCOptance ol open aystama atcMectut .. In the voice procaulng mArlcOI wtll 

te<luce tochnlcal batTMraiO marlcOI eniJy and lead 10 tnr.reuad competition 

In the merlcel lor long ditlance MM«I, the Company compelal against AT&T Corp. MCI 
T otecommunlcatlona Corporation. Sprint Corporation end Other supphts. c:ortaln of wt...::. also 
typply the long dillance calling and nelwOri< aervlcea that the Company ,.,,ua. Anhough the 

Company acquires a variety of tong distance caning services In bulk lrom cenaln long dlsl4nce 
c.~~~rlera, there can bo no auurance lhal lhe Company will bo able lo purchaao long disbsnc:o 
c.alllng aervlcea on lavooable Ierma lrorn one or more of auch providers In tho lu1uro In addition. o 
wbstontlal majomy ol proaptetlve new long dll~t ~;ua!omt!J lor tho Company currently 

II 
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purchuo 10og distance calling aorvlcoa lrom tho Company's competrtora. Tho Company behoves • 

that ltla likely to laoo loofoo50d compo~tion In tho long ella~ ~fling services marl<ot as o rosutt 

of tetocommunleations dorogutation. which enables ABOCs to supply long dlatance catting and 

natworl< aervlcos, and enables ABOCa and others to bundle long distance. toeat telephone and 

wireleaa IOMcol. Mof'eoo.s·, th .. Company eJ<pOCU to lace lncreetod compe~bon 1n the futuro 

btcauaa tow technical barriers 10 enlly wil eJtow new mantel ent-ts. 

As lnler·Tel develOps mora aorver-QL~ and CTI telecommunications products. Inter· 

Tors competition will be lho large computer ..ollw:uo companies. 1uch as IBM (Lotus), and 

Microsoft. In addl1lon. the sarvor·based t.elepnony, lntemet telephony and CTI marl<ets havo 

shown lncroaalng compethlon from smaU atar1·up aollwaro companies. 

~y of the Company' a compeUtors are aubatanUaJty larger, and have algnrtteanUy greater 

fmanclaJ and tedlnlc:al r .. ourcea, name rKOfi 1lll0n and rnatltetlng and dlstnbutlon capabtllhes, 

than the Company. The Company expects u ... t c:ompeutlon Will conllnuo to be tnleJISe Ill the 

marl<et.s 8ddtessed by Its pl'OducU and services. and lh::;, can be no anurat>Ce that the 

Company wlft be able to OOITij)Ote auceaufuAy In the future. 

Maflllgement ol Growth; /mp/omenlallon ol Now MaNgllmllntlnform.ation Systems 

ThO growth In the Company's business has placed. and" oxpec1od to continuo to ptaco. o 
slgn~lcant •traln on the Company's personnel, management and other resources The 

Compeny'a ability to manage any luture growlh eHec1lvely W1U reqtmo rt to anrad, train. motivate 

end manage new employees auc;eeaatuDy. 10 Integrate new employees Into Its overall operations 

and to conUnue to Improve Its operational, financial and managem.entlntormatton S)'$tems 

The Company lmplomonted o new MIS systtm late In 1995. Tho MIS system &lgnllialnlly 

aflec1td many aspects ol tho Company's buslnoaa, lnctudlng Ita accounting. operations. 

purcn .. lng, aalu and marl<etlng functions. Since !he dote ollmplemontollon. the Company ha~ 

experianctd difficulty with the now MIS system software. which lncroaaod tho Companys costs. 
had an adverse elfac:l on the Company's ability to proYido products and services to itS customers 

on a IJmoty basis and caused delays In coordinabng accounting and lmanclal results. During the 

four1h quarter ol t 996, tile Company dolermfned that thO bmltaoons o1 tho existing I)'$ tom 

601rware would prevent lntor·Tol from establ•shlng on Integrated end contrahzed dispatch and 

lelemarl<etlng center. 

As a result, during !he lour1h quarter ol t 1196, the Company docldeo to replace lis MIS 

system aoi!Ware with an Integrated solution from a more ut.lbUshed vendor and accordingly haa 

wnnon off the software license and lmplemont.:ltlon coats rolaUng to tho l)'$10m aoflwaro being 

re~. Inter-Tel has algntd an ~roomont with a largo, established software and databaSe 

vendor to Implement, maintain and auppor1 ahemate MIS system software to be utthzed 

throughou1 tile Company. Inter· Tel believes that such eCilon was nocess.ary to allow tor !he 

stabdrty and growth ollnlor·Tel. 

The actlons to replac.e the MIS system sollwaro could result In odd•tlonol ~ts an<! deloyt In 

obtaining 1 lutty lunctlonal MIS syalem, lnduding bUt not llml1td to addltlonlll Of altomate hardWare 

• 

and IOftwlfe required, bUt not available In the current ayatom conllguratton, and additional 

personnel, which could ha~ a material adverae effect on !he company's buainesa and operallng 

results. In tdcfitlon, lmpMmantatlon ol thb lyttem aol'lwate and tho uontltlon from the cunont 

system aoi'!Ware to the now lnlormallon ayattm software witt requlro aubstanllal l •nonctal • 

resources and personnel. 
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The Company ha.s made atrat• ecqulsltlons In the pas1 and expectS to conUnue to do 10 

In the future. Ac:qulalllons requltw a lllgnlfk:a.nt amount of the Company's management anenbOn 
and financial and operallonal reaou~. all o1 wtlictl are limited. Tlwl Integration ol IICQUlred 
entitles mey alao reaull In unexpected ooate and dlarupllons. and llgnllicant nuctuetlons In, or 
reduced predlclabllity of, operating resulll from period t.o period. There can be no assut1111(;e that 
an. acquisition will not adveraely ai!Kt the bu.llneas relationships of tho Company or tho acquired 
entity with their respective suppliers or customers Further, there can be no aSJurance thai the 
Compony will successluUy Integrate the ecqulrod operations or achieve any of lilt lntondod 
be nefllt of an ecqullltlon. The Company' a fallur : 10 manage I~ growth etfoctlvety could havo a 
, nototlal adverso effect on Ita bualneet end o)j)ertt.ng reautts. 

Pr.odvct Prot eel/on and lnlrlnQ,mmt 

The Company'a future aucc:esals dlpendont In oart upon Its proprietary technology. The 
Company relies principally on c:opytlght and trade secret law and contractual provisions lO protect 
Its lnteUoctual property. There can be no asauranea that any copyright owned by t11a Company wiU 

not be Invalidated. clrasmveoted or diWnged or thai the tights granted thereunder wlal provide 
COJTI9eiJ11vt advantages to the Company. Further, there can be no auuranee that othora Wll not 
develop technologies thai are almilar or superior r~ the Company's technology or that duplicate the 
Company's tedlnology. 

M the Company expands Ill International operations, olfecllve lntolloctual property 
protoction mey be unavailable or IIIT\Ited In cartaln foreign countries. There can be no auurance 
!hot the Jtept taken by the Company will prevent mlaapproptlallon ol lis technology. Litigation 
may be naceaury In the future to onlorce the Compan)"t lnteHectuat property rtghll. to p<oltct tho 
Company' a trade aecrats. to determine tho vo lldlty and scope ol tho propnotAry rtgllts ol otllOrs. or 
to doland aQainat claims ol lnlringomenl or Invalidity. Such lltlgatJon or doleye lr. product 
Introductions or declslons to discontinue dovolopmont. manufacture or salo or auch products. 
oould reeult In substantial COlts and dlvorslon ol resources and could have a matorlal adverso 
oH'oct on tho Company'• buslneu and operating ruults. 

RoNa nee on Oaa/er Networlc 

A subrtantlal portion of tho Compan)"a nat saloa ara made through Its notwotl< of 
Independent dealers. Tlwl compeny facet lntonu compebllon lrom other telephone ayettm and 
voice proce,ulng system manulacturera for such dealers' business, as tn0$1 or tho CompanY's 
dealers carry products which compete WI~ tho Compan)"a products, The Company h.u no 
oxduslve agreements wtth any ol Ill doalora. The lou of any significant dealer or group of 
dtalora, or any event or conditlon adversely &lltc1ll\g the Company's dealer networll. could have a 
material adverso etfoct on t11a Cornpan)"s bualneu and operating roauns. 

Rl.sks ol ProvldlnQ Long D/$tance and N•twor+ Sorvicoa 

lntor·Tel depend• on a reliable aupply ol tolooommunlcatlons soMcoa 1\nd Information 
I rom several lOng dl1tanee camort. Beceuse II dooa not own trarwnlulon lacillrlos, tho Company 
rolloa on long dlatanee carriors lor the provision of networlt services to tho Companya customers 
and for billing Information. Long dlatance aarvlces 11e subJect to oxtonalvo and uncotlaln 
governmental r.QUia1lon on both the federal and state levet. Thera can be no assurance that tho 
promUlgation ol c:.rtaln regulations will not adversely aHect tho Compan)"s bu11neae and oporabng 
rosulll. Conttac:tl with tho tong Cllatanee carriers from which tho Company currently re10tts 
aorvlua typically have a multi-year term In wNc:h the Compon)"s pncos are relattvoty foxed and 

ttave rnlnlmum uae requlrtmenll. Thoro Clll be no UIUI'I!IQI lhll the Company will moot 

IJ 
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minimum use c:ommltments. wiD be able to neoonate lower rates wi1h carriers In the event ot any • 
decrease In and user raJa Of will be able lo extend l1a contracts wi1h long distance carriers at 

prices lavomble to lhe Company. The Company-a ei)Ulty to continua to expand Ita long distance 

service operallona will depend on hs ability ·to continuo to aecure reliable long dlatancc services 
from a number ol long dlatenca camera llnd tho wllllngnaas ol such carnora to continuo to mako 

tolocommunlc:atlona aervt<:eallnd billing Information avaUablo to tho C'"'pany on lavorablo terms . 

OependefiCfl on Key PefBonneJ 

The Company Ia dependent on the conllnued aatvlce of. and rts ability to anract and relain, 

qualified technical, tnaltlatlng, aales and managerial peraonnol The COfnpatotiOI\ IOf such 

personnel IS lntanaa. and lila Iota of any ofauch persons. u well u the I allure to racruot adddlonal 

koy IK!\nlc;tl and plat pertOnnalln a dmaly manner. would have a material advaraa effect on the 

Company's bualnna and operating results. lhe·o can be no assurance that the COfnpany will be 

able to continua to anract and retain the qual!IH. 1 personnel necessary tor lho devolopmenl ol Us 

:>ualnesa. 

PO$$ib/e VolatJJity of Stock P~ 

The Company believes thai lacton auch aa announcemenll or developments relalmg 

to the Company's bualnaaa. tluctuations In the Company'a operating resutta. general conddJons In 

tho teleoommunlcallona lndultry Of the wondwkfe economy, changes In legislation Of regulatiOn 

atloctlng the taleoommunleatlont lndu$try, an outbreak ol hostllltiea. a lhonfaJI In ravenuo or 

aamings lrom aecumlaa anatyats' a~. announcements ol tochnologlcal Innovations or 

new prodocU Of enhancements by the Company Of Ita compotltors. devolopmonts In Intellectual 

pfOI)Ony rtghlland dtvtlopmonll In lho CQmpany's retatlonshlps wi1h Its customer• and suppliers • 

could cause the prlca or tho Company's Common Stock to fluctuate. porhapa substantially. Many 

ot such leeton are beyond tha COfnpany'e control. In addrtlon. in recent yaara the atocl< market in 

general. and the market lor ahrtroe of technology atocl<a In portlcular. havo oxporlonced extreme 
price lluctuatlona, which have onen been unrelated to the operaUng performance ol affected 

companlaa. Thera can be no auuranca that the merkel prtce ot the COfnpany'a Common Stocl< 

will not experlenca algnl11canl nuc:tuatlons In the Mura. Including lluctuabont thai are unrelated to 

lha Company'a petfonnanca. 

14 
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Potential Fluctuations In Ouattorly Re~lls; Umlted Bllcidog 

Tho Company's quortet!y operating ro$Ults depend upon a variety of factors. Including th" 
volume and liming ol O!Oe,. received dur1:ng tho qullflor, lho mix of products sold, mix vi 
dislnbutlon chonnois, generlll economic condlllona, penoma of copl•al spending by 
cuslomers. the liming ol new product announcements and releases by lila Company and Its 
compet~ors. pricing pressures and the availability and cosl of products and compononls from 
lhe Company's suppliers. The Company's cuslomors typically require immodlalo shipmen! and 
installallon of platforms and software. As a roSl It, lhr. Company has historically operated with a 
relatively small backlog, and sales and operating results In any quarter are prlnclpally dependent 
on orders bookod and shlppod In that quarter. Moreover, mar1<ot demand for Investment In 
capll1ll equipment such as digital communlc:atfon platforms and esso<:lotod call proces.sing and 
voice proce5$lng software epprocailons Is largely dependent on general economic condHions, arid 
can vary algotiflc:antly as a result of chang! ng conditions In tho economy os a whole. Tho 
Company's expense levels are basod In part on expec:1allons of futuro sales and. II sales levels 
do nol meet oxpeel1ltlonl, operadng rasuhll could be adveraely alfKtod. Socauso saJH ol 
digital communlcallon platforms through tho Company's dealera produce lower gros: margins 
than sales lhrough the Com pan)" a direct Mlos 011Jantzatlon, operating results will vary basod 
upon lhe mix ol sales through direct and Indirect channels. Although the Company lo date has 
bo.on able to resell tho rental streams from leases under Its Totaloase program prolrlnbly .ond on a 
subsl1lntlally current beals, the Urnlng and profitability of lease resales from quarter to. qullflor 
CCKJid Impact operating results, pattlculat!y In an environment of fluctuating lnterosl rate~. Long 
disl1lneo sales have, In recent periods. grown al a Iuter rote than tho Company's overall not 
sales end such sales have lower groaa margins than lhe Compen)"o core business. As. a rosull, 
gross margins could be advaraety alfoctl!d In tho evonl that long distance calling sorvlcos 
continue 10 Increase as e percentage of n.et solos. In addition, iho Company Is subJect to 
seaaonality In Ill oporetlng results, aa net sales for tho first and third quartora are frequently leas 
than those experienced In lho fourth and second quarters, rospectlvoly. As a result of these 
and other factotJ, tho Company has In the past and could In lho futuro o>eperionco 
fluctuations In sales and operating resull4 on a quarterly baSis See 'Moroagomonl's 
Discussion and Analysis of Financial Condition and Resuhll of Oporalions: 

Concentration of Ownt1rstrlp 

As of Man;h 3t, t997, tho Company's Chalnnan oltho Soard of Directors and Chief Executive 
Of!lcer boneflclalty owned approximately 21% of tho oul4tandlng shares of the Common Slock. 
As a result. he has the ability to nerclso significant Influence over all manen; requiring 
snareholdor approval. In addition, tho concentration ol ownership could have lho elfect of 
delaying or prevonilng a chango In control of iho Company. 

INTER· TEL, INCORPORATED AND SUBSIDIARIES 

PART II. OTHER INFORMATION 

ITEM 1. L.EQAL PROCEEDINGs-Not Applicable 

ITIEM 2. CHANGES IN SECURmE.s-Not Applicable 

• ITtEM 3. DEFAULTS ON SENIOR SECURITIEs-Not Applicable 

ITEM 4. 8UBMI8810N OF MATTERS TO A VOTE OF SECURmES 
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HOLDERS 

1. On April 23. 1997, at the Company's annual mooting ol shareholders. tho 
ahareholdera of tho Company ol'octed tho foOowtng dlrG(;lora. oach ol whom was 
a nominee of t: •• Col •. pany: 

Steven G. Mihaylo 
J . Robert Anderson 
Gory D. Edens 
Maurice H . Eapo11eth 
C. Roland Hadan 
Norman StO'JI 

Votos for 

10. 41,3~7 
10,1 41 ,275 
10,141,247 
10,135,247 
10,1 41 ,547 
10,1~0.747 

votos W!!hheld 

226,028 
226.150 
226,178 
232,178 
22.5,878 
226,678 

2. The proposal to approve the lnt.or·Tol, Incorporated t997 Long-Term 
Incentive Plan received tho following votes: 

For: 
Agelnst: 
Abstaln: 
Broker Non Vote: 

Votoa For 

5,367.052 
2,692,039 

43,392 
2.264,942 

Pgrgmlaqg 

st.n% 
25.97% 
0.42•;. 

21.64% 

3. Tho proposal to approve the Inter-Tal, Incorporated Employee Stock 
Purchase Plan received tho following votes: 

for: 
Aga.lnst: 
Abstain: 
Broker Non Vote: 

Votes For 

7,464,179 
549.886 

35.216 
2.298,142 

porcomogo 

72.19% 
5.30% 
0 .34% 

22.17% 

4. Tho proposal to approve adoption of an Amendment to Altlclo IX, 
Paragraph 1 of tha Company' a Aest&:ad Articles of Incorporation rognrdlng 
lndemnmcaUon received tho following votes: 

for: 
Against: 
Abatatn: 
Broker Non Vote: 

Votes For 

10,263.8t2 
62,621 
40,992 

0 

,,, 

Powenlago 

99.00Y. 
060% 
0.40% 
0 .00% 

• 

• 
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ITEM 5. OTHER INFORMATION-Not Applicable 

ITEM 6. EXHIBITS AND REPORTS ON FOAM 8-K: 

Exhlblt4: 
I 1 . I Complll&lion of EamlnQS per Share 
27 Flnanclal Oara Schedule 

Reports on Form 8·K: 
No reporta filed during quarter 

SIGNATURES 

Pursuant to lho requlromenta of lhe SocurtUes Exchange Act of 1934. rho 
ro gislronr has duly caused lhls report ro be signed on Its behalf by tho 
un dersigned thorounto duly aulhorized . 

Dare May 13 1997 

Date May 13 1997 

INTEA·TEL. INCORPORATED 

10{ Sreyen G. Mlhaylo 
Steven G. Mlhaylo 
Chairman of the Board ond 
Chief Executive Officer 

laJ Kyo A. Kneip 
Kurt R. Kneip 
VIce President and 
Chlel Financial Otllcar 
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EXHIBIT 11.1 

STATEMENT RE: COMPUTATION OF PEIR SHARE EARNINGS 

(In lhOU54flda •~opt 
per share amounta) 

PRIMARY 

Avorage aharos outa14ndlng 

Net elf eel of dDutlve stock optk>N
b&l!ed on the treasury atock method 
ualng average marltet price 

TOTAl 

Net income 

Per share amount 

FULLY DILUTED 

Averago shares outstanding 

Net ell act of dHullve atodc options
baaed on the truaury llOdl method 
using the quarter-end marltet price. 
n higher than the average marltet pnce 

TOTAL 

Net lncotM 

Por sharo amount 

Threo Month& Ended 
Marcb3l 191!7 March3l t 996 

12,950 12,821 

12.950 12,821 

• 

• 

• 



• 

• 

• 

• • 
IHTER·TEL,INCORPORAT!O AND SUBSIDIARIES 

FINANCIAL DATA SCHEDULE 
EXHIBrT27 

nilS SCH!OUL£ CONTAINS SUMMARY FlHAHCIAL INFORMAnON EXTRACTED 

FROM TliE IHTER·TEL, INCORPORATED AHD SUBSIOIARIES FN ANCIAL 

STATEMENTS FOR TliE QUARTER ENDED MARCH 31,1897 AHD IS QUAUFIEO IN 

rTS EHTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMEHTS 

Uom Nymbor 
5.02(1) 
S-o2(2) 
5-o2(3)(a)(1) 
5-o2(4) 
S.o2(6) 
5-02(9) 
5-o2(13) 
5.02(14) 
5.02(18) 
S.()2(21) 
S.()2(22) 
S.o2(28) 
S.()2(29) 
5-o2(3) 
5-o2(31) 
5.02(32) 
5.03(b) 1 (a) 
5.03(b)1 
5-03(b)2(e) 
5.03(b)2 

5.03(b)3 
5.03(b)5 
5-03 (b)( 8) 
5.03(b)( 1 0) 
5.03(b)( 11) 
5.03(b)(14) 
5-03(b)(1 $) 
5-03(b)( 17) 
5-03(b)(18) 

5·03(b)(111) 
5.03(b)(20) 
5.03(b)(20) 

!tom Pttct!Dtloo 
Cuh end calh hema 
~tallM HCUrlllU 

Noloa and eocount.s :ecelvable-trade 
Allowala lor doublfuleccounlt 
IIMIOIOfy 
T otel eutrtnl usett 
Property, ~~ and oqufpmont 
Accumulated depreclallon 
Total utOit 
T OIAl current llebiUtles 
Bonde, mor1gages and a'miler debl 
Prelerred alock • manda!OI)I redo!T1lllon 
Preferred ttoc:k • no mandaiOtY rodompllon 
Convnon lloc:k 
Olhtr .,~· fX!Uity 
Tolalllebllillu and sloclchoklera' oquhy 
Net .. ,., ol ttnglblo producta 
Total revenue 
Cotl of langl)lt goods aold 
T otel COlli and I~DMI appllc4ble IO 
Nlta and revenues 
Other com and e~nwa 
Ptolllslon lor ctoubllul accountt and DOles 
lntertll and amortlutlon ol debt discount 
lnoome belore taxes and othor ltoms 
Income tax expense 
Income conllnulng operation• 
Obcontnled opera.llon$ 

Exlraofdnaly •ems 
Cumulallvt elfec:l-changea In 
aecounllng prlnclplea 
Nol lneornt 
Elamlngs per ahAra • prtmery 
Eamlngt per ahara • lulty dUutod 

19 

3·11·07 ISOOQ'al 
" 1843 

0 
32802 

3234 
21060 

109287 
28324 
16371 

135147 
24786 

0 
0 
0 

59948 
37608 

135 147 
50322 
50322 
28152 

28152 
0 
0 
7 

4-489 
1819 
2670 

0 
0 

0 
2670 

.20 

.20 
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

FORM 10-Q 

QUARTERLY REPORT UNOEk SECTION 13 OR 15(d) OF 
THE SECURITlES EXCHANGE ACT OF 193. 

For the quarter ended Commlaslon Fllo Numbor: 

Juno 30, 1997 0-10211 

INTER-TEL, INCORPORATED 

Incorporated In the State of Arizona I.R.S No. 66-0220994 

120 North 44th Stroot, Suite 200 
Phoenix, Arizone 85034-1822 

(602) 302-8900 

Common Stock 
(12.995,.78ahares outstanding as of June 30, 1997) 

Indicate by check mark whether the rog~:~trant ( 1) has filed all reports required to 

be filed by Section 13 or 15(d) of the Securltlet Exchange Act of 1934 during the 
preceding 12 months (or for such shorter periods that the registrant was required 

file such reports), and (2) has been subject to such filing requirements for the 

past 90 days. Yes .X No_ 
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• PART I. FINANCIAL INFORMATION 

INTER-TEL, INCORPORATED AND SU BSIDIARIES 

CONDENSED CONSOUDATED BALANCE SHEETS (Unaudltod) 

(In thouaands) June 30. December 31 , 

wz 1iJ!!! 
ASSETS 
CURRENT ASSETS 

Cash and equivalenrs $25.673 $38,936 

Accounll receivable - net 29,035 29.998 
lnvenrorte• 23,001 21,.280 

Ner Investment In aaJH.lealel 8,103 8,243 

Prepllkl expenses and oilier aJ~ell ~ 1.l!Q§ 

TOTAL CURRENT ASSETS !)0,017 105,465 

PROPERTY I. EQUIPMENT 15,660 11,189 

OTHER ASSETS 1L2Z.1 .!.§.ill 
$123 518 1 1326]1 

UABIUTIES AND SHAREHOLDERS' EQUITY 
CURRENT UABIUTIES • Accounts payable 10,814 $8,9 15 

OIMr cunent llablliUe$ .1§..lli 1§M1 
TOTAL CURRENT LIABILITIES 26,144 25,7!>6 

DEFERRED TAXES AND OTHER LtABlUTIES 13.637 11,921 

SHAREHOLDERS' EQUITY 
Common atodt 60.115 69,875 

Retalned earnings 39.630 35,4~ 

Eq(Jjty ed)ustm6nt 101 folelgn 
currency translallol'l ~ lilll 

99.225 94.980 

Len : 
Treasury stock 81 cost (15,458) 
Rocelvable !rom Ef11)1oyee 
Stock OwnerV!Ip Trust __H§J 

TOTAL SHAREHOLDERS' EQUITY §.U§l ~ 
5123,5;18 S132 811 

• 
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• INTER-TEL, INCORPORATED AND SUBSIDIARIES 

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudi!Aid) 

(In 11\ousanda. exeepl ThtM Monlha Sill Mootna 
per share amouniJ) Ended June 30. Ended June 30, 

1iiZ. Jm. 1iiZ. ...1i2!! 

NET SALES $:A 823 ~3 736 s 105 145 $85.~!1 

Cost ol sales ;!..ill iUZ§ am ~ 
GROSS PROFIT 24 401 19, 108 '6,571 38,420 

Resurdl & ~elopmlnt 2,134 Ui61 3,979 3 365 
Selling, general and l!drmlltralive .!l..W .ILU§ am ~ 

1'-273 14,799 37,170 29.703 

OPERAnNO INCOME b. 128 4,309 9,401 8,717 

Int-I and OIIIOIInc:omo 5!15 517 818 963 

ln-expenae Ull (1J!l WJ IW 

INCOME BEFORE TAXES 5 708 4. 797 10 195 9.647 

lncomellltn l.ill Z.lli iill ~ 

NET INCOME WAS u.w Wii aw • NET INCOME PER SHAR.E ~ Ul U§ 1.J.j 

Average number ol INites 
OUIJtanding .w.u ~ .!l.m lW 

• 
• 
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INTER·TEL. INCORPORATED AND SUBSIOIARIES 

CONDENSED CONSOUOATEO STATEMENTS OF CASH FLOWS (Unaudl~) 

(In lhousandt. exc:epl 
per lhllte amounta) 

OPERATING ACTIVITIES 
NET INCOME 
Adjuflmenll ID rellecl ope<allng ectlvltlel 

Oel)(eciaiJon and amotlizaiJon 
Char\061 In OI*Jtina auetJ and hlbllltlta 
Other 

NET CASH PROVIDED BY/(USEO IN) 
OPERATING ACTMTICS 

INVESTING ACTMTlES 
Proceeda 11om d'lposal o4 p10pe1ty 

and equipmen1 
CaN! uMd il ecqulslllon 
Add•Cio<la to ptOpelty and equipment 

NET CASH Usa> IN INVESTING 

ACTMn£8 

FINANCING ACTMTlES 
Prt"*'ts for reputdlase ol common aloclc 
Proceeds from exetclae olaiDCk op!iona 

NET CASH (USED IN)IPROVIDEO BY 
FINANCING ACTMTIES 

DECREASE IN CASH AND EQUIVALENTS 

CASH AND EQUIVALEHTII 
AT BEGINNING OF PERIOD 

CASH AND EQUIVALENTS 
AT END OF PERIOD 

TlvM Monllls 
Ended June 30. 

1.W. 

S3.~24 

1, 171 
11.ml 

2om 

5,755 

6 

,. 7lll 

(4.706) 

(17.4V3) 
_lli. 

(17,21V) 

(10 , 170) 

~ 

liiiZ~ 

. 
• 

..lii§.. 

$2.784 

973 
(8.906) 

~ 

(4 ,$64) 

132 

lllil 

(W) 

..ill 

3V7 

(4 .1128) 

il6 852 

1~ 1 .2~~ 

Snc Monlhs 
Ended June 30. 

1m. _1m 

$6.094 $5,683 

2.240 1 .6~ 
(1,445) (16 136) 
!lli ..l.W 

11, 123 (S.II&C) 

5 132 
(825) 

!ll22.l fl.ili.l 

(7.240) (2.3301 

(17,493) 

~ ~ 

(17. 146) 486 

(13 203) (7.718) 

;JU1!! 

~~~ a7~ I~! 2i~ 
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• INTER·TEL,INCORPORATED AND SUBSIDIARIES 

• 

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) 

June 30, 1~7 

NOTE A-OASIS OF PRESENTATION 

Tl1e accompanying UMudited condensed conaolldeted financial atatementa have been 

prepared In acc:ordance with generally accept~d &CCQuntlng pnnoplet for lntenm finanaal 

in'formallon and with the lnatrudlons to Fonn 10.0 and Rule 10.01 of Regulauon S·X 

Accordingly, they do not Include aA of the Information and footnote• required by generally 

accepted ac:countlng pMc:iplea for complete finanoal atatementl In the opiniOn of 

managernenL al adjustment• (conalsting of no-mal rec:umng acx:ruala) cona>derod nec:naary 

for • wit rrewnt.a!lon of the resulta for the il ·ervn periods presented have been lnciudod 

Operating nnulta f« the three and six montha ended June 30, 1997 are not necessarily 

indicative of the resulllthlt m1y be expected for the ye1r ending Ooc4mbor 31. 1997 For 
further Information, refer to the conaotldaled financial atatementl and footnotes thereto 

Included In the Company'a aMual report on Form 10-K for the year ended December 31. 

1996. 

NQTE ~NCOME PER SHARE 

Pnrn.ry eamlnga per ahare •••ume that out1tand1ng common ahares were Increased by 

sharea luuable upon the exere<se of aD outstanding atock options to whoch marll.et pnce 

exceeds exercise price lou ahares which CXXJid have been purchased with related proceeda 

In February 1997, the FlnandaJ Accounting Stlndlrdl Board luuod Statement No 128. 

Earnings per ShiJ/'8, which Ia required to be adopted on Oecember 31 , 1~7 At that time. the 

C«npany Wll be required to dlange the method currently used to compute eammgs per 

share and lo rutate al prior periods Under the new requ.rernentt lor calculating primary 

earnings PI[ lhlnt, the dllutlvt eflaa of atcx;k opt;on1 wW bo o~c;tudo<l The lmpac:t Is 

eJ<pected to nnuH In an lnctease In primaty earnings per ahara for both the aecond quarter 

and alx monthl ended June 30. 1997 and June 30, 1996 of S.01 and S.01 per share, 

respectively. The Impact of Slatornent 128 on the cak;ulatlon of fully diluted earning• per 

share for these qu811an Ia not expected to be metertal 

NOTl: c-TREASURY STOCK 

During the second quarter of 19117, the Company lnct11tod • atock repurchiM program undor 

which the Boerd of Olraaors euthorlzed the rftpurchaae of up to l ,o470.000 ahar .. of the 

Compeny'a common aloc:lc, The Company expended epproxlmately S 17 5 milhon for llock 

repurchase• In the second quarter of 1997, which wat funded primar~y by oxlst111g caah 

b31ancea. The Company reluuec1 tTeasury stwea with a cost baala of epproxlmately S2 0 

million retatlng to atoc:lc option eXII'CINa and laauencea The proceodl r-Mid for the 

tt .. aury atodl relaauod waa leu thin o cost baaia Acx:otdlngly, the difference has been 

• r!KQ!ded 11 1 rodudlon to retained eamlnQ•. 

6 
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• PARTI. 
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ITEM 2. 

Overview 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

Inter-Tel fs a single point of contact. full aerv~ee aoluiiOI\s mtegrator proVIChng AXXESS 
and Axxenl digital communication plalfol'l'M, A~xossoryTolk voice proce11lng platfocma, call 

pro<:eaalng aoftware and voloe prooessing a<;llwaro along with venous other productivity 

enhancing acftware applications, computeor-telephony Integration ("CTI'). nelw0<1< aervlcea 

and long distance calling aervlcea, aa wen as maintenance. leasing and support aervoces The 

CAmlpany'a Common Stock It qUOied on the Nasdaq National Market under the aymboliNTL 

This Report on FO(ITI 10-0 contains f()(WI!~d-looiUng atatementa wtthlrl the mearvng of 

Section 27A of the Securities Act of 1933 and Section 21E of tho Seeunt~ea Exchange Act of 

1934. Actual reaulta could l.lrffer materially from those projected In the f()(WatCil-looi'Jng 

statements as a result of many r1sk factors. Including, wllhoul llmotation, lhose sel fotllh under 

"Factors That May Atfeoct Futuro Reaulta Of Operallona' below. 

Raautta of Operation• 

Not aalea foe the aecond quarter of 1997 Increased 25.3% to $54 8 mlll1011 from s-43 7 

mUIIon In the aacond quaner of 1996 Net a a tea oncrealed 22 3% to S 105 1 million In the firs! 

abc monlhl of 1007 from $85.9 milliOn In th.o firat alx months of 1996 For the quaner and alx 

months ended June 30, 1997, sales from wholesale dlatribullon and d irect sates offices 

accounted for approxtmataly $8.2 miHion and S 1 3 4 minion of the lnctoNea, reapec1lvely Tho 
remaining lncreasea occurred In long dJstance sales and other operatJona 

The following table sell forth cenaU\ statement of operatiOI\t data of the Company 

expressed as a percentage of net sales for '!he penods lndocated 

Three Montna El'lded June 30. ~Ill M!!DI!ll !;o!I!ISI JII!Hl ~Q. 
.tm .lii!i .tm .lii!i 

Not Sales 1000% 1000% 1000% 1000% 

Cost of Sales ru ~~ ~ ~ 
Gross prorrt "'45 43 7 "'43 4.C 7 

Research end dtevoloprnont 39 38 38 39 

Selling, general and 
admlnlstretlve w 30JI ru 30..1 

Operating Income 93 99 89 10 I 

Interest and other Income 1 I I 2 08 1 I 

Interest elfpenae 0.0 0. I 00 

tncometalfea ~ !.§ :u1 u 
Not Income ~ U% w §..!!% 
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Grose profit tor the aecond quarter of 19971ncreaaed 27.7% to $2<4 .<4 m1Uoon. or <44 5•.4 

of net sales, from $1g,1 million, 01' 43.7% of net sales. lor llle second quarter of 1996 Gross 

profit Increased to $4&.6 million, 01' 44 3% of net ulea, on the fnt alx months of 1 9l. - from 

S38 <4 million, or 44.7% of net seles. 111 llle firstaoc months of 1956 Gross margm increaae<l 

in the second quarter of 1997 primanly as a re.wt of higher sales of AXXESS dlgl1llf 

c:ommunk:atlon plalforma, wu procening software and voice proc:es11ng software u a 

percentage of net aalee, wtllc:h was otfaot In part by a higher percentage of nlos through 

dealel'8 and Increased aalea of llle Company's netwotk aorvices 1nd long distance calhng 

services, wt1ieh ~fly have a lower gross margin tha.n aales of the Company'a other 

produeta. 

Research and development expenses lor the aecond quarter of 1 997 1ncreaaod to 

$2.1 mUfion. 01' 3.9% of net aalea, from $1.7 million, or 3.8% of net aales. for tho aecono 

quarter of 1996. Reaoarc:h and devllopment ex;>onaea Increased to $4 0 miUlon, or 3 8% of 

net aalea, in llle firllllx mon!ha of 1997 from ! 1 4 mllloon, or 3.9% of net aales. tn llle fil'8t at• 
montha of 1996 The lncrea...s in 1bsoMe dol!IB 111 both penods -re pnmarily attnbutable 

to expenaes relating to llle development and lntrOdliCIIOn of n- prOducls. tndudong 

c:onhnulng development and Improvement of AXXESS digital c:ommuntcatoon plalforma, call 

processing and voice prooesalng aoftware, CTI products, unified messaging. and TCPIIP 

Intranet and lntemet voice aolutlona (Vocai'Net and Inter-Tel net) The Company expecla that 

research and development expenaos Will continue to Increase In absolute dolla1'8 as llle 

Compa.ny continues to develop new aoftware and to enhance exosttng tec:hnologoea and 

prOducls Theao expensee may vary, ~ver, as a percentage of net aales 

Soiling, general and lldmlnlstr~tlve o•penses for tho second quarter of 1997 lncroaaod 

to $17.1 million, or 31.3% of net aalea, from $13 1 million, or 30.0% of net aaJos. for the 

aoc:ond quarter of 1996. Selhng, general .and admlnoatratlve expensoa Increased to $33 2 

million. 01' 31.6% of net IIIH, In llle lint llx monlhl of 1997 from $26 3 mmion. or 30 6% or 

net aalea. In llle flrl1 alx months of 1996 The increaaos, both In doftara 1nd 11 a percentage 

of sales. for tho quartar and alx montha ended June 30. t997, _,e annbutable on part to coal 

aaaodated wl!h lncre1aoa In 111101 from the direct aales otfices. wtllc:h typically generate 

higher aeUing, general and administrative expenll)l compared to sales through dealer 

channels. The Company also hll expanded 111 tec:hnlcal n lnlng staff, Increased Ita 

re1:eiv1blea reserves. and continues to hire and !lain additional sales personnel throughout 

lnter-Tel'a cfliOCt sales otf'JOH and to prOVIde addrtional nwltebng resources and 1110s 

personnel fOI' the expanded dealer netwotk and for netwotk aof"'lc:ea and long dtstanc:e 

.ervlc:es. Highet aalet c:ommiulona were alto paid baaed upon Increased levels of net ulet 

The COI'Opany expects that aeUing, gener,al and administrative exper~aea woll cont inue 10 

inc:reaae In at»ooute dolllra, but may vary •• a percentage of not aalea 

Other Income In both perjodl contlslod pnmanly of intereat IIICOme and foreton 

exchango rate gains and foaaoa, Income from Interest dectoaaod altghl!y In both compar1ble 

periods of 1997 baaed on lower Invested funds Other changes are pnmanJy due to 

dltferencet In net fonalgn exc:hange rail galna and loans 

Net Income for the second quarter U\CI'eased 23 0% to S3 4 molllon (S 26 per ahare) 

compared to net Income of $2.8 million (S 21 per share) for tho second quarter of 1996 Nol 

inCOme Increased 7 2% to $6.1 million. or S 46 per share, In llle ftral alx months o f t ~7 rrom 

SS 7 mllllon. or S 43 per ahara, In the llrst 11x months of 199e 
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lnflatlon/Culftney Fluetuatlon 

lnllatlon and cutTency Ructuatlon1 have not previously had a material Impact on Inter· 

Tel's operations. lntomatlonal proa~rement agreements have tradrtlonally been denominated 

In U.S. currency Moreover, a significant omoont of contract manufacturing hat boon moved 

to domestic aourcet. The expansion of International operations In the UMed K1ngdom and 

Europe and inc:reased Mlea, if any, In Japan and Aa1a and elsewhere could resun in higher 

intemationaiMies " a percentage of total revenuea. but lnterru~tlonal revenue• are wrrenUy 

not slgnlficant 

Liquidity and Capital R .. ourcea 

At June 30, 1997. the Company nad S25 7 million 1n ~sh and equivalents. which 

represents a decreaae of approximately $13 3 million from December 31, t 996 The 

Company maintains a $7.0 minion. unsecured revolving tine of cred~ woth Bank One. Atozona. 
NA. The aedii laclllty It annually renewable ond is avlulable through July 31 . 1998 Under 

the credit facility, the Company has the opdon to borrow at a pnme rate or adruatcd UBOR 

intOfest rate. Hlttorieelly, the crodrt fac;ijty h aa been Ul8d pnmanty to aupj)O(IIntema!lonal 

lettel'5 of ~ to auppliel'5. 

Net cah provided 11'1 operating actM1101 totaled S 1 1. 1 for the stx months ended June 

30. 1997. compared to net calh used by operating actlvrtJes of S5.9 mot11011 for the S<~me 

ponod In 1996. The increaae in cash generated waa ptimanly the result of profrtable 

operations and reduced aCGOUnta recelvalJie , which were partially offaet by higher inventory 
levels. During the lirat alx months of 1997, oCGOUnta receivable deeteaso.; appro~eomately 

$963,000, while Inventories inc:reased approximately S 1 7 mill1011. lnventonea Increased in 

part due to higher revenues and related requlremenll to aupport additlonal aalea locations 

The Company c:ontllluea to expand its deale-t ne!WOIIt. which has reqwed and Ia expected to 

continue to reqwe ~ caprtal for lnctlllled aocounll receiVable and lnver•ones 

Net caah used In &llvHbng adMtles. pnmanly In the form of eapctal expenditures. was 
$7 2 miU1011 and $2.3 mift1011 for the alx montha ended June 30, 1997 and 1996, respectiVely 

Capital expenditure• and cash used In an acquilotlon totaled approximately S6 o4 million and 

$825,000, reapectlvety, In the f1rtt aix mon'lla cf 1997 The Company anliclpalea 11ddotlonal 

capital expendtlurea during 1997. principally relating to expansion of faclhtlos, equipment and 

management informltion ayatema used In operatlona 

Net cash used In fin1nclng actJvlliea totlled SH . t million compared to net cash 

generated of $486,000 f« the MmO period ;r. 1Q96 During the aecond qu111er Of 1997, the 

Company Initiated a atoc:K repurchase program under wtlich the Board of !Nedora aUIIIonzed 

the repun:haM of up to 1,470,000 ahatet of the Company'a common atock. The Company 
elCpended 1pproxim1tely $17.5 miUion f« atoc:K repurchaaea 1n the aecond quarter o f 1997, 
which was funded primenly by exlating caah balance• The Company relaaued treaSUI)' 

sharet with a coat baala of 1pproximately $2.0 million retabng to stoclt option exercises and 

lsauances. The proceeda received for the treaaury atoc:K reissued was loll than ns coat 

baalt. Accordingly. the dllforonce has been reCOfdod 11 a roductlon to retained oarnl~' 
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The Company olfera to rts rustomel"$ tease f.nancing and other aerv~ees. lndudong its 

Totalease program. through itJ Inter-Tel Lenlng aubslchary. The Cc:npany lunda these 

programs In part through the sale to financial lnstrtutlona of rental mcome streams under the 

le.ases. Resold lease rentals totaling $&4. 7' million and $66.0 milhon remain unbilled at June 

30. 1997 and December 31, 1996, respectively. The Company Is obligated to repurchase 

such Income streams In the event of defaults by leaH rustomers and, accordongly, maintains 

reserves based upon lou experience and past duo eccounta. Although tho Company to date 

has been able to reseU the rental 1treams from leases under us lease programs profrtably 

and on a aUO.~Uy rurrent bub. the llmlllCI and profitability of lease relll4ls could unpad 

the Company's business and operating results. partiCUlarly In an enVIf~ment of ftudua11n0 

lnlerost rates and ecouomic: uncertainty. II the Company 11 reqwed to repurchne rental 

sueams and rellae lossea thereon an amounts exceeding ~~ reserves, ota operating results 

will be adversely alflded. 

Tho, Company believes that ita oxl~otin~ worldng capotat, anUcipated cash nows from 

operations and credrt facilities will be sufficient to lund purchases of capital equipment, 

finance cash acqutsitlona. repordlase lharea of the Company's common atoek whiGh the 

Comp;~ny may cooslder and J)(ovide adequate woriOng capotal for the foreseeable future 

However, to the extent that 8dcfl1ional lunda are requored In U\6 future to 8ddresa wonung 
captt.al needs and to pnMde funding for cal)(t.at expenditures. stOCk repurdluea. expanSJOn 

or the buslnesa or eddl1ional acquisitions, tho Company W1ll seek addruonat rmanong There 

can be no assurance that addttionat financing win be available when requued or on 

acceptable terms 

Factora That May Alfec1 Roaulta of Future Operations 

In evaluating the Company'a bullnen, sharoholdora ahould carefully conalder the follOWing 

factors in edd~ion to the other !nfonnation preaanted In this Form 10.0 

RIJP/d Technolog/CN Chatlfl6 And Dependence On New And TIITitlly Product /n/roducii{)IIS 

Tho martel for the Company'a 10ftw1re, l)(oducts and aarv~eea •• charadenzed by 
rapid tochnologlc:al chango and contonuing demand for new J)(oduds, featuroes and 

appliC8tlons. Current competitors or new market entrants may develop new J)(oducts or 
product feature• that could adversely atrect the competrtive position of the Company's 

products. Accordingly, the timely IntroductiOn of now Jlf'oducts and J)f'oduct features. as well 

as new telecommunications appllcatlona, woll be a key factor In the Company's future 

suc:ceu. Occasionally, new J)(oducta cont.Jn undetected errors or "buga" when released 

Such bugs may reauK from defecta contained 1n software J)f'oducts offered by t.he Company's 

auppl.era or other third parties that are Intended to be cornpabblo With the Company's 

J)("oduds, CN8I wNc:h the Company has I4Ua or no control. Mhoogh the Company seeks to 

minimlz.e the number ol buga In ita produc:t.a by ill teat procedure• and stnct quality control. 

there can be no aaaurance that Ill new products Will be error free when Introduced Any 
algnlllc.ant delay in the commerclaltnlrodudlon or the Company'• producta due to bugs, any 

design mod'lflcatlona required to corred lluga or any mpairmont of cuatomor aallafadlon as a 

result of buga could have a material adverae elfld on the Comp;~ny'a bualne11 ond opor11tong 

reautts. In addition. new J)(odUdl often take several rnontha before their manufactunng costs 

stabilize. wflleh may lldveraaly ailed operating reaulta for a penod ol lime f ortowong 

introdudion. 

10 
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Duling the pat1 twelve months, the Company lntloduced ISDN on na AXXESS digital 

communicatlon platfonn, expanded the siZe of the Inter-Tel Axxent platfonn. Introduced a 
number of upgr8dea to ite existing AXXESSORY Till< and IVX-500 voice procenlng platforms 

anod announced the Introduction of the Vocai'Net Server product. In the event that the 

Company were to fill to aucceaafully Introduce new software, products or aorv~ces or 
upgrades to ita exJat.lng eyatema or products on • regular and timely basis, demand 101 the 

Company's existing software, products and services could ded~ne. which could have a 

material adverse effect on the Company's bua•'lHa And opetating reauhs AddlliOnllly, there 

can be no guarw~ty that future coats of 8CCOUtbatl) , Jack or capaa!y or vooce tranamtSSJon 
q11altly of the Internet wiU not adveraety atlec:t tne abiltly or the Company to delrver au Internet 

products and servk:ea on a ooat etreetive balls There can be no auurance lllat the 

Company WIU be able to auccessfutly develop new software, products. aerv~cea. technologies 

anod applications on a timely baals as required t,y chenglng marl<et noeda or that new aoftware 

or products or enhancementa thereto. lrncJ••:!Ing 11s recently announced products and 

upgrades. when introduced by the Company. willltchleve market acceptance 

The Company Ilea recently developed and oonliouea to develop products deaigned to 

address the emerging marl<et tor the convergence of voice and data applications or computer 

telephony tntevstlon. II the computer telephony ontegrallon rcn1 marl<et la~s to develop or 
grows more alowty than the Company anllclplltea. Otlf the Company IS unable lor any reason 

to capitalize on this emerging marl<et opportunity, the CompanY's bullneaa and operating 

results could be materially adversely at!eeted 

Dopendence Upon Contf8(;1 Manu!BC1umrs /Jfld Componont Suppl10rs 

Certain componenta used in the Company"a dtgital communK:abOO platforme. lrldud•ng 

certain mleroproceaaora, Integrated ciraJu. power auppiJOa and voice processing •nterface 

cards, are currently avaJiabie from a Hlgle source or limited aourcea or aupply. and podt;et 

availab'lity could be limited. In addition, the Company currently manufactures 111 products 

through a lirnrted number of contract manufacturer-. located on the Umed States. the 

Pl'lilippinea and the PIOI)Ie'a Republic or China FOfelgn manufactunng racal~iea aro aub!od 
to changes In governmental pobdea, Imposition of tariffs and import reatnctJOns and other 

lactona beyond the Company's control Vartan A.noclates, Inc ("Vatlan") currently 

manufactures 1 algnHk:ant pot1lon of the Compeny"a products at Vanan'a Tempe. Anzona 

ladllty. Including aubatanUally all of the printed c.lrcu" bolrdt used In the AXXESS and Inter

Tal Axxent digital communications platforms From time to time. the Company has 

experienced delays In the supply of components and foniahecl goods. and there can be no 
auurance thai the Company wiD not expenenc:e such delays In the Mure The Company"s 

reliance on third pjlrty manufacture-B involves"' number of addtlional rtska, includlnQ reduced 

control ov. delrYery achedutn, ~lay auuranc:a and costa Any delay in delrvery or 

ahoiUge of supply of components or r~ goods from Vanan or any other aupploer. or the 

Company'• Inability to develop In a lUnely manner llltemaiNe or addJiional aourcea If and 
wnen required, could damage the Compaony"a relationships with cunent and prospectiVe 

cuatomera and could materiany end adversely atlec:t the CompanY"s buainesa and operating 

results. The Company has no long term agrMmenta With Ita suppliers that require the 

tuppliort !O provide fixed quantities of components or finished 11oods at aet pricet. There can 

bo no IIUUl'lllCe that the Company wiU be able to continue to obtain components or rlnlshed 

goods in aufflcient quantltlea or quality or on lavonable prfclng and delivery terms In the Mure. 
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Compolitlon 

The maricet for the Company's dtgital communications pl<otforms Ia highly compelltlve 

and In recent periods hu been c:h~enzed by poc::ing l)leuurea and business 

consolldatlona. The Coru~any 4 compelltors lnd~ Lucent Technologies and N()(them 

Telecom Limited ("NorTe!"). 11 wei as Comdlll CorporatiOn rcomchar). EXECUTONE 

Information Systems, Inc. ("ExOQltonei. Mnel Corporaoon ("Mnen. Panuonoc. Soemens 

ROLM Communications Inc. ("ROLM"), Tosh1r.a and others The Company also competes 

against the rl'glonal Ben operaUng companies ("RBI.)Ca"), which offer ayatoma produced by 

one or more of the afOI'Omentloned competitors and alao offer Centrex systems In which call 

proceulng facilities are provided tlvough equipment located 1n the lolophone company'a 

central offlc:e. Compe1itlon by the ABOCs may lncreue aignlficanUy in the futuro, as the 

RSOCa have been granted the right lo mano.:fll<:ture telephone syslema and equ•pmenl 

lhemsotvea and/or to bundle the aale of eqUiprlent With telephone calling seMOes 

The TelecommunJc:.tlon Act ol 1996 and the drvialon of AT&rs operations •nto three 

enterprlua hal had en Impact on competilfon In the communication Industry. The 

Telecommunication Act of 1996 opened the marllet for tefephono ond cable telovtalon 

services, forcing telephone companies lo open thelt networlts 10 competitors and grv1ng 

consumers a choice of local phone carriefw. ConverMty, local phone companlea ar.:: now able 

to offer long dia~nce sorvlcft. In addrtlon, cable lelevlalon operators can nqw otler te-lephone 

servlcea and Internet acceu Theae changes •WIIncreaaa compelltJon "' lha communocat10n 

Industry and will aeata .cldotiOnal c:ompe~l>on and oppo<1Utlll,.a In c:ualomor promtte 

equipment aa these new IOIVIcel and lntarlacea become ava•lable Aa lhe Company 

enters the maricell lor local telephone aervlce and Internet acceat. it will lau additional 

competltlon from RBOCI and other I)IOIIidera, whk:h have larger marltetlng and aalea 

organ!zatlona. slgolfocantty greater financial and technical resource• and a larger and more 

ell1abliahed customer base then the Company In addition, RBOCa and other providers have 

greater name recognrtlon, more eatabliahod ~rtlona "' the maricet ano long s!Jindong 

relabonshlps with cuatomet"l Therefore. !hens can be no assurance that the Company Will 

compete succeulully In these marlteta 

In lhe marltet for voice proc:eaalng applk:aiiOnS, lncludlllQ voice mall, tho r ..ompany 

compelet against Centigram Communications Corpolllllon ("Centlgram1. Odel 

Communications Corpofatlon ("Oclel1. Active Voice Corpor;aUon rAdlve Voice"), Applied 

Voice Tec:hnology. Inc ("AYr) and other competrtors. Including telephone syatoma 

manufac:bJterl tudl ti Luceflt TedlnologiM (which hal agreed to acquire Oclel). NorTe! and 

ROLM, which offer integntad IIOic:e proceuu"IQ ayatema under thell own label 11 wei as 

through various OEM ~mngementa. Ceruln of the Company's compelltora may achieve 

marltll11ng advlntagea by bundling their voice proceulng equ.pmenl wnh sales ol telephone 

ayatema, or by designing their telephone ayalema ao thai they do not read~y integrate With 

independent IIOic:e proceaalng ayalama Inter-Tel expects thai the development or lndultry 

standarda and the ~ of open ayatema arc:hllec::tures In the voice proceaalng marltet 

will reduoe tec:hnlr:al blrriera to matMI entty and lead to Increased compe11tlon 

In the mar1ta1 for long dlstanc. aetvlcea. the Company competaa against AT&T Corp 

MCI Tellc:ommunlc:atlona Corpofation, Spnnt Corporation and other auppllers, certaln ol 

whk:h atao aupply the long dlatance calling and networlt aarvicea that the Company reMAI 

Although the Company acqulntt 1 variety ar long dllllnce caWng HIVICOt ln bull! from certLin 
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long d1atance carriers. !here un be no aasOJtranoe !hat !he Company vt~U be ebte to purchase 

IOli'IO dletanee calling aervleea on favorable Ierma from one or moro of such PfOvldera In lho 
Mure. In llddltion, a aubalanllal majority of PfOSpeetJve new long dlatence cuatomera lor the 

Company currenUy purdll~e long dlatance calling ~ervloea from !he Company'a compethora 

The Company bebevea lhlt h Ia likely to faoe InCreased competrtoon In !he long d11tance 
calling aervloes marlcet u a reauh of tele<:ommi/IIIUI.Ionl deregutatoon. wtlJCh enabiM RBOCa 

to supply long distance cdng and networit servloes. and enables RBOCs and othe,.. to 

tx.ondle long drstance, local telephone and wireleas servloes Moreover. !he Company oexpeds 

to lace lncrealed compet"lon In !he futuru bee~~~e low techrlical bamera to entry Will allow 

01ew market entrants. 

Aa Inter-Tel develojn more server-baled and CTI telecommunk:atoons produds, 

Inter-Tel will lace competruon from large computer software eompanlea. includmg IBM 

(lotus), and Mocrosofl In addiiiO<'I, !he ldMII·baled telephony, lntennet telephony and CTI 

marltets have shown increaslng competrticn from sman start·up software companoes 

Many of 1M Company"• compet~o,. are 1ubllantu111y larger, and have algntficantly 

gr•eater financial and technical resources, name recognnlon and marltetlllg :md d latribution 

capabilities, than the Company. The Company expects !hat competrtlon vt~U continue to be 

intense In !he marlcet.a addrealed by its l)loduds end Je<VJCes, and !here can be no 

assurance lhlt !he Company Will be lble to compete aucceasfuny 1n tho future 

ManB{}Oment ol Growrh; /mp/emenlaiiOfl ol Now MttniiQOmont tnformtJtiOfl Systems 

The growth In !he Company'• butinesa haa plaoed, and Is expected to continuo to 

plaoe. 1 significant atreln on !he Company's peraonnel, menagomont and other reaouroea 

The Company's ability to menage any fvturo growth elfoctivoty Will require •t to attract, train, 

motNal e and manage new employees succeaaluUy, to lntagrato now employeea Into '" 

overd operetlona and to contmue to IITiprove Ita operatoonel. financaal ond management 

.nform1tlon systems. 

The Company Implemented a new MIS ayatem late 1n 11195 The MIS system 

aignlfiantly elfected many aapec:la or the Company·• bualneu, lnclud•no Ita ac:countlng. 

operationa, purchealng, utea 1nd marlteting lunctlona Following the date or lmplemontaUon. 

the Company oxperiencod diffioulty with li'e new MIS ayatem software. which increased !he 

Cclmpanyoa costa, had an ad\lerae effect on !he Company'a ability to pr~ products and 

ser.ioes to b customena on • tJmoly baals anct cauled dolaya In COOfdiNbng acc:ountong end 

finltldal raaull:l. During the fourth quarter of 1GIIe, !he Company determined thet !he 

llmitaliona of the existing system software would prevent ln!er·Tol from establishing an 

ln~rated and centralized diapatch and te'emarltellng center. 

Aa a reau~. during the lourlh quarter or 1998, !he Company dodcled to replace 1t1 MIS 

aystem software With en Integrated IOiutlon from a more eatabtllhect vendor and acc:onj.ngly 

wrote ol'llhe software licenM and Implementation c:oat.a relabng to t.no ayatom software being 

repiiiCid. lnt.·Tel 110'*1 en ~~greement With 1 large, establrshed softwate and database 

vendor to Implement, mmtaln and auPPQI1 altotn11t MIS system software to be utilized 

lhrollghoullhl Company. 
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The actloos to replace the MIS system aollware could resuh In addrtional c:osts and 

delaya In obtllnlng a tuny tunctlonal MIS ayatem, Including but not llmUod to addit ional or 

alternate herdwere and aollware required. bvt not avellable In the current ayatem 

configuration, and llddltlonll personnel, whk:h could hive a material lldveraa effecl on the 

c;om~n(t bulineas and operating reaulla. In llddrtlon. omplamentahon of this system 

$Oitware and the trllnSillon from the current system aotlware to the nf1W onfonru~hOn system 

sollware will require substantlat financial rnourcea and personnel 

The Company has made alrlteglc acquisltlona in the past and expecta to conunue to 

do so In the future, Acqulsltlons require a algn.r.cant amounl of the Company's management 

attentl .. n and financial and operallonal reaourcet, aU or whld'l are llmrted The IntegratiOn of 

acquired entltlet may also ret uh In unexpected cotlt and disrup!Jona. and tlgnll~eanl 

nuctuations ln. or reduced predJctabUny of. openoting reaultt from penod to penod There can 

be no atturance that an eoquilrtJOn will not ac·'eraely affect t.he but1114111 relatiOnships of the 

CQmpany or the acquired entity With their res, ectrve aupploers or customera Further, there 

can be no aa.aurance that the Company Will auccesafutty Integrate the acquired operatiOns or 

achieve any ol tho intended benelita of an acquishlon The Company's failure to ma nagc rts 

growth effectlvely could have a material adverse affect on Its bv11neu and operating results 

Prodi/CI Ptolectlon and Infringement 

The Comp1n(a MIKe t uccett Is dependent In ~n upon 111 propoetary technology 

The Com~ny rellet principally on copyright and !tide secret law and contradual provrsoons 

to prot.ect Itt Intellectual property, Thera can be no esaurance that any copyright owned by 

the Company will not be Invalidated. c:lrcumvanted or challenged or that the rights granted 

thereunder will provide competitrve advantage.• to the Company Further. there can be no 

aasurance that othera will not develop technologlea that arc slm1lar or auperiot to the 

Com~ny'a technology or that duplicate the Com~( I technology 

Aa the Com~y expands Ill intamatlon.l openllbona. etractJve rntelledual property 

protection may be unevaa1bla or limited In certain foreign countnas Thora can be no 

~assurance that the atept taken by tho Company Will prevent m•aappropnation of 111 

technology. Lltlgatlon may be neceuary In the futuro 10 enforce the Company's lntelledual 

~operty rights. to protect the Company's trade aecrett. to determine the validity and scope of 

the proprietary rights of othera, or to defend ag•lnat dalma of lnfnngemenl or lnvalldlly Suci r 

Jjt)g1tlon or delaya In product lnttoductiona or dacialona to dlacontinua development, 

manufacture or aala of 1uch producta. coulrl nt~ult In auba~nbal costa and dlvera100 of 

resource• and COIAd have a malanal lK:tverae effect on the Company'• busoness and 

operating reaulll. 

Rellence on Deeler Network 

A IUbltantlal portion of the Company'• ne1 aales are made through Its na'!Wo<lt of 

rndepandenl dealart. The Coml)llny 1110111 intanaa competJt;on from other telephone syalam 

and voice ptOCeSaing aystam manuflclurera for such doalera' bullnall, u mos1 of the 

Corn~(• doaleB carry prodUCia which compete With the Com~ny'a producaa The 

Corn~ny hu no axduaiva agreem41nts With any of ill dollera The loll of any sognifrcant 

dealer or group of dealera, or any avant or cond~lon adveraely alfect1ng the Company's dealer 
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netw()ll(, could have a material adverse eff~ on the Company's bvstneas and operatong 

rasults. 

Risla of Providing Long Dl$/anoe and Ntttworll So~Vices 

Inter-Tel depends on a reliable suppty of telecommunlcatoons serviCOI and onfonnatoon 

from several long distance carriers. Because it doet not own transmosalon facilrt>es. the 

Company raliet on long distance carriers 101 the provition of netw()ll( &ei'VICea to the 

Company't i:uttomera and for billing Information Long distance aerv1cea are aubjecl to 

eKtent lve and uncertaln governmental regulatwn on both the federal and tlate level There 

can be no anurance that the promulgatJon of certain regulatoons Will not advertety affecl the 

Compeny'a butlne11 and operating resutt.. Contractt With the long d"tance camera fro. .. 

wtlich the Compeny QIITIIllly resaaa aervices typicaUy have a multi-year term In which the 

Company' a prices are net.tlvely lbced and ha ve minimum use requorements There can be no 

auurance that the Company will tnHt minimum use commitments. Will be able to neootoate 

lower rat .. with carriers In the event of any dectease In end user rates or Will be able to 

extend ill contrac:Q with long diltance camera II pric:et favorable to the Company. The 

Company'a ability to oontlnU4 to expand ite long dlatance tervlce operations will depend on lte 

ability to continue to secure neliabie long dilltanca services from a number of long distance 

carriers and the willlngneaa of auch carriers t.o continue to make telecommunications serviCes 

and blUing Information avallable to the Company on favorable terms 

Dependonct~ on Key Personnel 

The Company Is dependent on the continued service of, and Ita ablloly to attract and 

retain, quallfoed technical, marl<eting, sales ard managerlal personnel The competition for 

such personnel Ia intense. and the lost of any of such persona, a a wen at the failure to recruit 

additional key technical and t alet personnel In a tlmely manner. would have a m aterial 

adverse effect on the Company'• bualneu and operating results. There c:an be no uaurance 

that the Company Will be able to conllnue to a!trld and retaon the qualified personnel 

necet~try for the development of Itt busine1ss. 

Pos~blo VotafHity of Stock Prico 

The Company believes that factors aucll as announcement• of development.a 

relating to the Companya bualnell, fluctua'tions In the Company's operating resutt.. general 

conditions In the telecommunleationt Industry or the wOIIdWide eeonomy. dlanges In 
leglstation or regWibon affectlng the telecommunlce'tions industry. an OUibtuk of hoslllrtJea. a 

shortfan in revenue or eamlnga from &eeunlies analyst.a' expectations, announcement~ of 

technologlcaf Innovation• or new producta 'lf enhancement• by the Company 01 rta 

competitors, developments In Intellectual property rlghla and deveioprnenll In the Company'• 

rolatlonahlps wtth Ita cuatomert and tuppllert could cause the price of the Company'• 

common atodl to nuctum, perhaps aubltantJally Meny of auch factors are beyond the 

Company'• conttof. In 8dditlon, In recem years the llodl market In general, and the market 

foe aharel ot tec:hiOiogy ltockl In partlaJ!ar, have eJCpetlenoed extreme price fluctultiona. 

Whidl have often been urvelated to the opetl1ing perfortn~nct~ of affecled companoes There 

can be no 111ur1nce that the matlult price of the Compan(l common llodl Will not 

experience tlgnlf'ICant nuctuationa ln the Mute, indudlng nuctuauona that are unrelated to the 

Company'• pelfOfmanee. 
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Potontlat Fluctuations In Quarterly RtJsuns: UmtiOd Bocklog 

The Company's quarterly operatong re.ulta depend upon a variety of factors. Including 

the volume end tlmlog of orders received during the quarter, the mix of pt'odocta sold, mox of 

distnbutlon channels. geoo<. rat ueonomk: condrtlona. pan ems of cap.tal a pending by 

customers, the timing of MW product announcement• and relonea by the Company and 

us c:ompetrtora, pricing pt'OUures and the avaijabilrty and c:oat of pt'oductt and c:omponentt 

from the Company's eupPiers. The Comoany'e c;uetomers typlully require immediate 

shipment and lnetanallon of platform• and aoi!Y·are. AI • reaull. the Company hat hlator1catty 

operated with a relatively smaU ~cklog. and salea and operating reaulla In any quarter are 

princlpaUy dependent on orders booked and ahlpped In that quarter Moreover, malilet 

demand for Investment In capital equipment auch 11 d~gitaJ c:ommunicalion platfonma and 

associated cal pmc:esmg and vok:e proceuioq software appbcabonl It largely dependent on 
general economic conditlona, and can vary ~ific<Jntly as • resun of changlllg c:onddlons on 
the economy 11 a whole The Company's expense levela are based In part on expectaliona 

of futuro aalca and. If aalca lovela do not meet expemUons. open!llr!g retults could be 

adversely affected. Beeause aales or digital communication platforms through tho 

Company'a dealers pt'oduce lower gross marglna than aales through the Company'a 

d~red aalet organization, operatlng resuna have varied, and will continuo to vary bued 

upon tho mbr of aalu through direct end indorect channels Although the Company to date 

has been able to 111$01 tho rental atreams from leasea under ttl Totalease program ~ofrtably 

and on a aub41tantlally c;urrent ~. tho liming and profitabdrty of lease reulee from quarter 

lo quarter could impact openatlng resulta, partk:ularty In an envlfonment of fluctuating 

tn1erest ralee Long dlatance 11le1 have, in recent periods. grown at a Iotter rate than tho 

Company'a overall net aalee and such sales have tower gross margins thon the Company's 

core bullneaa. As a roaun, gro11 marglna. c:ould be adversely affected in the event that 

long d istance c:aJIIng aervlc:e1 continuo to inaeaae 11 a percent.go of net salea. In addnion, 

the Company is aubjec:l to aeasonalrty on ttl openatlng results. as net sales lor the first and 

third quarters are frequently lela than 1hoae expenenced In the fourth and second Ql.larters, 

rMpediyely. AI 8 reeull or thoae and other factors, the Company has in the pa.st and 

CO\Ifd ln the Mure experle~ nue1utllon• In eales and operating resuna on a quarterly 

basis. See "Managemenl'J Oisc;uatlon and Allalyala of Flnanclal Cond1tion and Results or 

Oponatlona.· 

Coocentflltlon ol Ownership 

As of June 30. 1997. tho Company'• Chamlan or the Board of O.roctora and Chler Exec;utiYO 

Offioer benefi<:Uilly owned approximately 23% of the outatandlng aharea of the Common 

Stock. AI a result, he hal tho abitrty to exerose aignrlleant lnftuence over all matters requlnng 

shareholder 1pproval. In add~lon. the concelltnallon of ownership c:ould have the effect or 

delaying or pt'eVenting 8 change in control of the Company . 

16 
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PART II. 

ITEM I. 

ITEM2. 

ITEM 3. 

ITEM4. 

ITEM S. 

ITEM6. 

OTHER INFORMATION 

LEGAL PROCEEDINGS-Not Appllcabla 

CHANGES IN SECURITIES-Not Applicable 

DEFAULTS ON SENIOR SECURITIEs-Not Applicable 

SUBMISSION OF MATTERS TO A VOTE OF SECURITIES 
HOLDERS - Not Appllcable 

OTHER INFORMATION - ~ot Applicable 

EXHIBITS AND REPORTS ON FORM 8·K 

Exhibits: 

Exhlb~ 11.1 - Computation of' Earnings Per Share 

Exhlbot 27.1 - Financial Data Schedule for June 30. 1997 

Reports on Form 8-K- None• 

SIGNA'TURES 

Pursuant to the requirements of the Securit.es Exchange Act of 1934, the regostrant Ms 
duly Gaused this report lo bo signed on iltl bohalf by the undersigned thereunto duly 
authorized. 

Date 8{11197 

Date 8{14197 

INTER-TEL, INCORPORATED 

fa/ Stoyen G. Mlhaylo 
Steven G. Mlhaylo, 
Chairman of the Board 
and Ci .lef Executive Officer 

Ill Kurt B. Knelo 
Kurt R. Kneip, 
lllce Pnsaldent 
and Chief Financial Officer 
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STATEMENT Rt: COMl'UTATION OF PER SllAIU: EARNINGS 

(ThoUSAilds exccp~ Three Months Six Months 

per share amourlls) Ended June 30, Ended June 30. 

.1.221 1m 1997 l22ll 

PRJ MARY 

Average shares ouUWldlna 12,719 12,8H 12.83S 12.8.13 

Nel cffe<:t of dilutivc stock 
options-based on the 
treasury stock method 
using average mitktl f>tlee ....:I..U _ill _jQ:I _ill 

TOTAL 13.132 ~ ~ ~ 

Net Income ~ 1t:W ~ ~ 

Per shan: amount ill tll ~ ~ • FULLY DILUTED 

Average shan:s ouUWlding 12.719 12.874 12.835 12.843 

Nc1 efT eel of dllutive SIOC:k 
options-baKd on the treuury 
stock method using the q\l&tt<r· 
end marltet price, ifhlgller thtn 
the a\'cragc markc1 price _L1l .-®2 742 ~ 

TOTAL JM!! AM!1 ~ ~ 

Ncl inc.otne !W;i ~ ~ ~ 

Per share amount ~ ~ ~ ~ 

• 
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INTER· TEL, INCORPORATED AND SUBSIDIARIES 

FINANCIAL DATA SCHEDULE (EXHIBIT 27.1) 
THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED 

FROM THE INTER-TEL, INCORPORATED AND SUBSIDIARIES FINANCIAL 
STATEMENTS FOR THE SIX MONTHS EHDED JUNE 30, 1997 AND IS QUALIFIED 

IN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS 

</l.EGEND> 
<M ULTIPLIER> 
<CURRENCY> 
<TABLE> 
<S> 
<PERIOD TYPE> 
<FISCAL·YEAR·ENO> 
<PE.RIOO..START> 
<PERIOD-END> 
<EXCHANGE-RATE> 
<CASH> 
<SECURITIES> 
<RECEIVABLES> 
<ALLOWANCES> 
<INVENTORY> 
<CURRENT-ASSETS> 
<PP&E> 
<DEPRECIATION> 
<TOTAL-ASSETS> 
<CURRENT -LIABILITIES> 
<BONOS> 
<COMMON> 
<PREFERRED-MANDATORY> 
<PREFERRED> 
<OTHER.SE> 
<TOTAL-LIABILITY-AND-EQUITY> 
<SALES> 
<TOTAL-REVENUES> 
<CGS> 
TOTAL ..COSTS> 
<OTHER-EXPENSES> 
<LOSS-PROVISION> 
<INTEREST ·EXPENSE> 
<INCOME-PRETAX> 
<INCOME-TAX> 
<INCOME..CONTlNUING> 
<DISCONTINUED> 
<EXTRAORDINARY> 
<CHANGES> 
<NET-INCOME> 
<EPS.PRIMARY> 
<EPS.DILUTEO> 

19 

<C> 
S.MOS 

1,000 
US DOLLARS 

OEC-31-97 
JAN.CI -97 
JUN-30-97 

1 
2:i673 

0 
32456 

3421 
23001 
00817 
33143 
17483 

123548 
261 44 

0 
60115 

0 
0 

-520 
123548 
105145 
105145 

58574 
58574 

0 
0 

241 
10195 
4101 
60941 

0 
0 
0 

60941 
.46 
45 
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NetSolutions' Technical and Managerial Capab!ltty 

NetSolutions will provide tclecommunicntionu urrvlc•·u 
thr oughout the State o( Florida except where prohibited by law 
through the resale of other registered companies · 
telecommunicat ions services. As n reoeller, NetSolut i or.~ docs not 
own or control any transmission (~cilitieo. NetSolutiono proposes 
to operate as a • s witchless reseller• and mere 1 y r roe 11 
telecommunications oerviceo of an underlytng carriet. Tlu·ough 
these services Net Solutions purchaoeo, it wd 1 ut tll7<' ••x tot tng 
equipment and facilities of other authorized carriero to provtde 
oerv1ceo. Theoe serviceo are f ully descrtbed in Section l of the 
Price List which has been enclosed no Attachment c o! this 
Application . NetSolut ions doeo not have personal knowledg<• o( the 
specific types of equipment . facl 1 ities or rout Po used by ito 
underlying carriero. 

NetSolutiono is a company that io uniquely capable o! 
fu lfilling all of its customers • telecommunications needo. It hao 
been providing resold long distance service o!nce 1991 and has 
grown to provide service in 26 stateo as well as interstate tlnd 
international service. Becauoe It is owned by lntrr T••l. 
Incorporated, a well-established and r eputable company thot hau !or 
the last 25 years resea rched, engl nee red, produced . d 1 nt r I bute:!, 
installed and serviced telecommunications products and uyoLemo that 
are among the most technologically advanced in the induat.y, Inter· 
Tel NetSolutions, Inc. has at its dispooal a considerable wealth of 
technological expertise and resources. 

In addition, ao described below, Lhc key pernonnel 1n the 
NetSolut.ions management team posoess the background and expenence 
necessary to ensure success i n the resold tclecommunicationo 
industry: 

STEVEN G. KXBAYLO, Chairman of the Board, Prestdent of lnter· Te!, 
Incorporated. Founded Inter-Tel rncorporated ("lnter·Tel"l In 1969 
and has established the company an one of the top three compantes 
in the interconnect industry. lnter · Tel researcheD. ~·,gi ncers . 
produces, distributes, installo and ocrvices technologically 
advanced telecommunicationo equipmcnL. 

Steven Mihaylo has a degree in Business with emphasis in Accounting 
and Finance, in addition to several years with the u.s. Army. 
Mr . Mihaylo's profe ssional involvement does not stop with Inter
Tel. Aside from his position with Inter -Tel. he 10 Involved wtth 
the following organtzationo: 

Board of Directors 
Soard of Directoro 
Member 

Microllge, Inc. 
Junior Achievement of lin zonil 
Young Preoidents Org~nlzaLIOn 
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lttl'RT IOIKIP , Chief Financial Officer, Inter- Tel, Inc. and Vi ce 
Preeident, Inter-Tel NetSolutione, Inc. eince September 1993. 
Mr. Kneip joined Inter- Tel in May 1992 ae director of Corporate 
Tax, after eeven years with the accounting !trm o( Ernst. and Younq. 
Mr. Kneip ie a certified public accountant, and holdo an 
undergraduate degree in Commercial Economics from South Dakot.u 
State University and a Maeters Degree in Profeeeional Accountancy 
from the Univereity of South Dakota. 

JOHN J. O'BLOClt, Executive Vice President, Inter -Tel NetSol ut.iono , 
Inc. since March 1995. Mr . O'Bl ock holds a Bachelor of Science 
degree in accounting and ie a licensed Certified Public Accountant 
in Ohio. He also holds a Master of Businees Adminiotrat.lon degree 
1n finance and a Juris Doctor degree. lie is a member o f t.he Ohio 
Bar. Mr . O'Block has over 25 years e xperience in buslneuo having 
worked for a lift truck manufacturer for 20 years. ultimately 
becoming the controller of the corporation. In 1988, ne became th~ 
Vice Preeident/Chief Financial Of!tcer of OMAC, Inc. In 1993, he 
began working for Mihaylo and Company, a puolic accounttng !trm. 
In 1994 , he began a consulttng f1rm, O'Block and Assoc1ateo. 

KACitiY SILBIO, Vice Preeident of CUetomer Service , lnt.cr Tel 
NetSolutions. Inc. oince May 1994 . Mo. Selbig bas been wit.h Inter 
Tel Net.Solutions since February 1992. managing the CUstomer Service 
Department. Me. Selbig attended the University of Albuquerque and 
has over 25 years of experience In the telecommunications industry, 
particularly long distance owitchlng and networks with the GTE 
Operating Company, telecommunicat iono equipment manu!actud ng wl ~~~ 
GTE t..cnkurt. and five yearo with Siemens AG long distance dlv!nlo n . 
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September 5, 1997 

DEPOSIT 

Y.IA FEDERAL EXPRESS 

Florida Public Service Commission 
Otvision of Commu.nlcations 
Certification & Complillll" Section 
2540 Schumard ODic Blvd. 
Tallllha.sscc. FL 32399-0850 
(904) 413-6600 

D614 

ru 4,1!}Xt'OK'II hl:p~~~ 

~--~ 
._. ...... A c---- ........,_....de-....... ~._...-It-.... .- -----·- --·--....... - ·-·--""",.._ .... 

RE: Applicntion oflntcr·Tcl NetSolutions, Inc. for Authority to r•rovidc Loc31 Exchange 
Tclccommunic:~tions Service Within the Stnte of Florida 

Oe<~I Filing Clei'K: 

Enclosed is the original and six copies of Inter-Tel NetSolutions Inc.'s Applia uion for 
Aulhority to Provide Local Exchange Tclccommunicntions Service Within th.e SUite of Fioridll. 

Also ell'closed is 11 cheek tMde payable to the Florida Public Scrvic~ Coi1Ullission in the 
:unount of$250.00 to cover the clwgc of the filing fcc. 

Please file stamo !he cx1t11 copy And retum to me in tlte enclosed self·nddressed envelope . 

.. 
. • ' ft,.,,;;...,.~ 

BICK£RSTAFF,'~TH~SMI~, 
POLLAN, KEVER'& NcDANI~ C:C:P. 

~ ... ~. Nl'l!1!110 ~ - ' 
c~ . _II,; ~:, 

"" AU;!!1VI, T!xAa:._,._ 
.' ;'- ..... , ,...;·. ' 

CHICI<HO CH(OCDAT .. , 
•vt:HOOII ""· 

. • PAY ... :(. , 
130053 0,.9/951?1' . ' . .. 

u *~'wo-Hundred-~itty pollare and 00/lOO••• ' ~ 

10ll!l 
FLorida Public Service Commission 
25 ~ 0 Shumand Oak Blvd. ~ 
Tallahasaeo, PL 32399-0866 ~-~----------------~· 
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